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RETIREMENT OF FEDERAL RESERVE BANK STOCK 
Part 2 


THURSDAY, AUGUST 25, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuscoMMiITteE No. 3, 
Washington, D.C. 

The Subcommittee met at 10 a.m., in room 1301, New House Office 
Buildittg, the Honorable Wright Patman (chairman of the subcom- 
mittee) presiding. 

Present: Messrs. Patman, Multer, Reuss, Barr, Burke, Miller, John- 
son, and Milliken. 

Mr. Parman. The committee will please come to order. 

Governor Szymczak, we are delighted to have you as our witness 
this morning. It is my understanding that you have no prepared 
statement. 

Mr. Szymczak. That is correct. 

Mr. Parman. But would like to answer any questions we may desire 
toask you ? 

Mr. Szymcozax. That is correct. 

Mr. Parman. That is all right. 


STATEMENT OF M. S. SZYMCZAK, MEMBER, BOARD OF GOVERNORS, 
FEDERAL RESERVE BOARD; ACCOMPANIED BY RALPH A. YOUNG, 
ADVISER TO THE BOARD 


Mr. Parman. I believe you are the oldest member of the Board, 

in years of service ? 
r.Szymczak. That is correct. 

Mr. Parman. You have been on the Board since about 1933 ? 

Mr. Szymczak. That is right. 

Mr. Patrman. So by your years of service, you are senior to any other 
member of the Board ? 

Mr. Szymcozak. Correct. 

Mr. Parman. That is the reason we were particularly anxious to 
have you testify, although we are not having all the members of the 
Board. Because you have had so much more experience, we want 
to try to draw on that experience. 

We are considering two bills: One introduced by Mr. Multer, and 
the other one introduced by me, concerning retirement of this stock of 
Federal Reserve banks. 

Now, if the private banks own the system, then they have a right 
to expect monetary policies which will make the highest profits for 
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the banks. Also, these bills would confiscate private property, if 
the private banks really own the Federal Reserve Bank. 

Your recent speech, Governor Szymezak, makes it clear that the 
Open Market Committee, and not the Board of Governors determines 
monetary policy. 

I refer particularly to the speech you made, I believe, on June 9, 
at Hot Springs, Va. 

Mr. Szymezak. Yes, sir. 

Mr. Parman. The private banks select the presidents of the Federal 
Reserve banks, but this privilege of selecting these presidents is not 
related to the stock ownership. The stock carries with it no pro- 
prietary interest; and the word “stock” is a misnomer. You agree to 
that, I assume. 

Mr. Szymczax. Correct. 

Mr. Parman. The private banks never have owned the Federal Re- 
serve banks, and the Federal Reserve Act has not been changed in this 
respect. 

You are in accord with that, I assume? 

Mr. Szymozak. Correct. 

Mr. Parman. Chairman Martin opposed retirement of this stock 
a he says it is traditional and does not produce “any material 
evils.” 

If the stock is costing the taxpayers $12 to $25 million a year, in un- 
necessary expenses, that is a material evil it seems to me. 

Chairman Martin also opposed on the ground that the stock has 
served to “integrate the member banks and bankers into the guiding 
policies” of the system, and this is, he said, because, “it is desirable 
that the banks be as conversant as possible with the needs and purposes 
of the policy and objectives” of the Federal Reserve. 

If the member banks are now conversant with the needs and pur- 
poses of the Federal Reserve's policy, but they wait 3 months before 
reducing their prime lending rate after the Federal Reserve eases 
credit, I would like to ask you, Governor Szymczak, what is the point 
of their being conversant with the needs and purposes of the Federal 
Reserve’s policy ? 

Mr. Szymczaxk. Mr. Chairman, before answering that particular 
question, first I want to thank you very much for excusing me from ap- 
pearing the last time I was scheduled to be here. Other important 
commitments prevented my accommodation of your invitation. 

Secondly, I am very happy to be here, and I will be glad to answer 
all the questions I can. 

Thirdly, I have read all the testimony, and, of cov se, participated 
in formulating the testimony that was presented to , u in writing by 
Chairman Martin, as was indicated in his testimony. 

Now, as to the prime rate, which you just mentioned, that is a matter 
of decision, not by the Federal Reserve Board or by the Reserve Sys- 
tem, but it is a matter for decision by the private banks. Now, why 
they waited this long to reduce the rate, I don’t know. Frankly, the 
actions taken by the System since the early part of 1960, as you know, 
have been to provide enough reserves through open market operations 
and stimulate resumed growth in the money supply. Interest rates 
have been going down over this period of time and quite recently, in 
June as a matter of fact, the discount rate was reduced by one-half of 
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1 percent, to three and a half percent. Even more recently the dis- 
count rate was lowered further by one-half of 1 percent to 3 percent. 

In December of last year the Board had allowed a part of the vault 
cash to be counted as required reserves under the 1959 law, so that the 
banks that had that much vault cash did not have to send their excess 
currency to the Federal Reserve Bank in order to have it counted as 
part of their required reserves. As a result of this action, member 
banks had to hold less in the Federal Reserve banks. Recently, the 
Board has increased the amount of vault cash that member banks 
can count as a part of their required reserves effective August 25 and 
September 1, and the Board also reduced the rate of reserve require- 
ments for the central reserve cities by one-half of 1 percent effective 
September 1. 

So the rate, the prime rate of which you speak, Mr. Chairman, was 
5 percent, and just recently—I think this week—the prime rate has 
been reduced to 414 percent. But that is a matter of decision by the 
commercial banks themselves. 

Mr. Patman. Have all changes in the bank-lending rates been 
initiated by the New York banks heretofore ? 

Mr. Szymezax. No; I recall one—I forget just when—that started 
in Chicago. I forgot whether it was 2 years ago or earlier. 

Mr. Parman. But generally it is in New York? 

Mr. Szymezax. Normally, yes, sir. 

Mr. Parman. Do you agree with President Truman’s memorandum, 
Governor Szymezak, to the effect that monetary policies must be co- 
ordinated, unified, and so forth, with fiscal, debt management, and 
the other economic policies of the Government ? 

Mr. Szymezak. So far as possible, it should be. All the policies 
should lead to the same end. 

Mr. Parman. Now, the Employment Act of 1946 calls for all plans 
and policies and resources of the Government to be utilized and co- 
ordinated. How can monetary policies be coordinated with the rest 
of the Government’s policies if there is no boss to make a decision 
when the Federal Reserve and other agencies of the Government do 
not agree ? 

Mr. Szymcezak. Asa matter of fact, through contacts with the other 
departments of Government, the Federal Reserve System is able to 
know what they are doing and what they intend to do. Also, they 
are able to tell what we are doing and what we intend to do, and this 
particularly relates to the Treasury. We are in constant contact. 





Neither we nor other Government departments or agencies can operate 
in a vacuum. 

But the responsibility, in my opinion, for monetary policy should 
be and is placed upon a body that takes the action. If policy respon- 
sibility were on the total Government, you wouldn’t know whom to 
hold responsibile. But as Congress has determined, it is the Federal 
Reserve System that is responsible. 

Mr. Parman. It is my understanding from the 1952 hearings that 
the Board insists—and Chairman Martin in particular insists—that 
the Board has certain judicial functions to perform, and, therefore, it 
is not in the category of many of the agencies of Government that 
would be under the direct supervision of the Executive. Is that 
correct ? 
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Mr. Szymczax. Well, that is generally true but not quite correct. 
In my opinion, the Executive must know what is going on in the 
Government. The President is responsible to the people and, there- 
fore, he must know all of the actions of all the departments, including 
the Federal Reserve System. 
~ Mr. Parman. But I am confining it strictly to the judicial part. Do 
you consider that you are independent as far as the judicial part is 
concerned ? 

Mr. Szymczak. I wouldn’t be able to draw that fine a distinction. 
I think the monetary responsibilities should always be conducted in 
the public interest. It should never be compromised for the purpose 
of doing the expedient or popular or of accommodating the interests 
of any particular group. 

Mr. Parman. Does the Open Market Committee have any judicial 
functions? 

Mr. Szymczak. It has judicial functions in the sense that it con- 
siders the overall economic situation and, therefore, adopts policy 
that has to do with the supply or withdrawal of reserves from the 
banking system of the country. 

Therefore—— 

Mr. Parman. I don’t understand how that could be construed a 
judicial function. 

Mr. Szymczax. Judicial in the sense that it judges the statistical 
and other evidence that is submitted to it by the staff, one of whom is 
Mr. Young, on my right, from various sources in the economy. On 
the basis of the evidence that is presented in whatever form, the 
Open Market Committee must then make a decision. A decision is 
made first by each individual member of the Open Market Committee 
and eventually a consensus is arrived at by the Open Market Commit- 
tee as a whole. So in the sense that the economy is presented as evi- 
dence, upon the basis of which the judgment must be rendered by the 
Open Market Committee, it is properly considered a judicial function, 
on that basis. 

Mr. Parman. Well now, there is no doubt about the Board being 
a Government agency. 

Mr. Szymcozax. Correct. 

Mr. Parman. There is no doubt whatever about that ? 

Mr. Szymczak. None whatsoever. 

Mr. Patrman. Is the Open Market Committee a Government agency / 

Mr. Szymczax. Well, any agency, in my opinion, that is created * 
the Government, is a Government agency, including the Federal Re- 

serve System and, therefore, the Federal Open Market Committee. 

Mr. Patan. Do you consider that a member of the Board is under 
the same obligations when operating as a member of the Open Market 
Committee or when operating as a member of the Board‘ 

Mr. Szymczak. Yes, sir. 

Mr. Parman. The same obligation as when they are operating as a 
Board member ? 

Mr. Szymczak. Yes, sir; it is the same. 

Mr. Parman. In other words, you don’t put on a different hat when 
you go intoa meeting of the Open Market Committee ? 

Mr. Szymczax. The only difference is that the Congress only rela- 
tively recently hascreated this body. 

Mr. Patrman. 1935? 
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Mr. Szymczak. Yes, sir. Even though there was an Open Market 
Committee before that, but not statutory. 

Mr. Patrman. It was unoflicial ? 

Mr. Szymczax. That is correct. 

Mr. Parman. It didn’t have any power ? 

Mr. Szymczak. That is right. 

Mr. Parman. In other words—I wouldn't call them intruders, or 
say they were muscling in—but they didn’t have any power under the 
law ¢ 

Mr. Szymcezak. Weil, they did in this sense: The Congress had given 
the power to the Federal Reserve banks to invest, and under these in- 
vestment procedures taken by the 12 Federal Reserve banks separately 
or collectively, they found certain results. They decided then to get 
together on policy because they learned their investments were affect- 
ing the reserve position of the banking system. So then they had a 
voluntary presidents’ body, of 12 presidents, at that time called Gov- 
ernors, whose actions or recommendations had to be approved by the 
Board. Then, in the early part of the thirties, the Open Market 
Committee was created by the Congress with the Board having final 
approval. That was changed subsequently in 1935 to what it is now. 

Mr. Parman. In 1933, when they first created the Open Market 
Committee, they made the memberships solely presidents of the banks ‘ 

Mr. Szymczak. That is right. 

Mr. Parman. In other words, that was strictly a bankers’ deal. 
The bankers had every member of that Open Market Committee. 
Every member of that Open Market Committee had been selected by 
representatives of the private banks ? 

r. Szymczak. Yes, sir; the Federal Reserve banks. 

Mr. Parman. So that was 

Mr. Szymcezak. Mr. Chairman, might I interrupt you about the pri- 

rate banks. You don’t consider the Federal Reserve banks as private / 

Mr. Parman. No, but I say the presidents of the Federal Reserve 
banks are selected by representatives of the private banks. 

Mr. Szymczak. I understand. 

Mr. Parman. That is correct, isn’t it? Each one of them is selected 
by representatives of the private banks. There can’t be any doubt 
ibiut that, can there? 

Mr. Szymczak. Well, you are speaking now of the directors 

Mr. Parman. Of the 12 presidents, members of the first Open Mar- 
ket Committee, which lasted 2 years? 

Mr. Szymczax. That is right. As you know, there are nine direc- 
tors, six of whom are elected by the members 

Mr. Parman. I am not talking about the bank directors ? 

Mr. Szymczax. I know. You indicate the point—because there 
were six members elected by member banks, you construe that to mean 
that they were elected by the bank representatives. 

Mr. Parman. Yes, sir. 

Mr. Szymezak. Well, that was changed in 1935. 

Mr. Parman. That first Open Market Committee looked a little too 
vulnerable to criticism, I imagine, even to the people who might like 
it very well. Sothey changed the Committee so that now it consists of 
seven members of the Board and five presidents of the 12 Federal 
Reserve banks. But even so, it has been my understanding that all 12 
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Federal Reserve bank presidents actually sit with the 7 Board mem- 
bers, so that gives them a majority of 12 to 7 in the discussions and 
in forming the consensus, I have been told, Mr. Szymezak, that on occa- 
sions, the 12 presidents have actually voted one-third of a vote, when 
a question would come up. The presidents of three banks would be 
eer mt though only one of the three currently had a vote on the Open 

arket Committee, and these three would actually decide among them- 
selves, in their conferences and caucuses, as to how their one vote 
would be cast. Have you observed that ? 

Mr. Szymczak. I haven’t at all, and I haven’t been told the same 
thing you have been told. What happens is they are all there, 12 
ne! most of the time—not always—and the 7 Board members, 

ut only 5 of the presidents vote. 

Mr. PaTMan. Five actually vote, but they all engage in discussions ¢ 

Mr. Szymcezax. Oh, yes, sir; not only discussions about the 
economy, which is of prime importance but also about monetary 
policy and what actions might be appropriate, whether it is open 
market action, discount rate action, reserve requirement action, or 
margin requirement action. A general discussion is held, and then 
finally a consensus or vote is taken on only open market policy. A 
vote cannot be taken, of course, as to other instruments. 

Mr. Patman. Mr. Reuss, do you have any questions ? 

Mr. Reuss. Yes, sir, Mr. Chairman. 

Governor Szymezak, the Federal Reserve Board recently reduced 
the margin requirements for the purchase of listed stocks from 90 
percent to 70 percent, did they not? 

Mr. Szymczax. That is correct. 

Mr. Reuss. The net effect of that is that whereas before the reduc- 
tion if I wanted to buy a share of stock selling at 100, I had to put 
up iy and borrow $10 from a bank, after I could borrow $30 from a 

ank ? 

Mr. Szymczax. That is correct. 

Mr. Reuss. One of the effects of that reduction of stock margin 
requirements is to make it possible for more loanable funds to come 
into the stock market in aid of stock purchases. 

Mr. Szymczax. In a general way, yes. 

Mr. Revss. And the reverse of that coin, of course, is that less 
loanable funds would then be available for other purposes? 

Mr. Szymczak. Yes, sir, other things remaining constant. 

Mr. Reuss. Your answer is yes, sir? 

*] Szymczak. Yes, sir. Speaking generally and other things 
equal. 

Mr. Reuss. Speaking generally. 

Mr. Szymczax. I haven’t analyzed it in detail. 

Mr. Reuss. To the extent that less loanable funds are available for 
purposes of other than purchase of common equities, that would, of 
course, diminish by so much the amount of loanable funds available 
for the purchase of U.S. securities, would it not? 

Mr. * soos May I interrupt you at that point ? 


Mr. Revss. Please do. 

Mr. Szymczaxk. The figure of loans for stock market purposes was 
about $4,700 million when we changed the margin requirements up 
to 90 percent. 
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Mr. Reuss. The figure of brokers’ loans outstanding ¢ 

Mr. Szymczax. Yes, sir; the total—not only of brokers’ loans, but 
also including bank loans to customers. 

Mr. Reuss. Yes, sir. 

Mr. Szymczak. Then there wasn’t much increase when the prices 
of stocks were moving upward. There wasn’t much increase in credit, 
because there was so much investment on a cash basis. But we felt 
that any relative amount of credit at that time was too much and that 
is why we increased the margin requirements to 90 percent. 

Subsequently, the amount of credit extended went down. The most 
recent figure is about $4,100 million as I recall. Therefore, we reduced 
the margin requirements in July. I didn’t happen to be there, but that 
was done by the Board, and I would have voted for it had I been 
there. 

Mr. Reuss. But you are with me in the simple arithmetic that to 
the extent that the reduction from 90 to 70 is operative and effective, 
it brings loanable funds into the stock market and to the extent that 
that happens, it reduces loanable funds for purposes other than the 
purchase of stock equities, and included, of course, in other purchases 
are the purchase of U.S. securities. 

Mr. Szymczak. Well, theoretically, you are correct. 

Mr. Reuss. Why am I not correct actually ? 

Mr. Szymczak. Actually it may not happen at all. It depends 
upon how many people want to buy on margin at this time. Also, 
it depends on how much credit there is, including new savings, and 
various other factors. 

Mr. Reuss. What you are saying is that if the Federal Reserve’s 
action turns out to be a useless thing that nobody takes advantage 
of, then it neither advantages the stock market nor disadvantages 
any other segment of the economy ? 

Mr. Szymozak. That is right. In other words, as you know very 
well, Congressman, correct monetary policy is only one condition 
for economic stability. Proper fiscal policy is certainly as important 
and probably more important. All you can do with money and credit 
is make it available. You can’t force people to take it or use it. 

Mr. Revss. That is correct, but the purpose of the Federal Reserve 
System reducing stock margin requirements from 90 to 70 percent 
was to introduce more buoyancy into the stock market and have the 
hope, at least, of attracting loanable funds in aid of stock purchases 
in order to achieve that. 

Mr. Szymczak. In other words, 70 percent is lower than 90 percent 
and 70 percent is still high as a margin. There was a period before 
the Securities and Exchange Act when a margin of 70 percent would 
have been thought prohibitory. It is still high. 

Mr. Reuss. That was in the days 

Mr. Szymcezak. And at one time we had it down to 50 percent. 
And at another time we had it at 100 percent. 

Mr. Reuss. The time you are referring to before margin require- 
ments were thought of, was the bad old days of the late twenties 
when the stock market crash was largely engendered by the absence 
of margin requirements ? 

Mr. Szymczak. That is correct as to 25 percent. 
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«Mr. Reuss. Now, getting back to the point we are pursuing, you 
do concede that if the effect of the Federal’s reduction of the margin 
requirement was in any sense meaningful by inducing more loanable 
funds to come into the market, the corollary effect of that would 


be to reduce the amount of loanable_ funds available for all other | 


purposes including the purchase of U.S. securities ? 

Mr. Szymozakx. Again my answer is theoretically that is correct. 
Actually it may not and usually does not happen at all. 

Mr. Revss. It may not happen? 

Mr. Szymczax. It depends upon changes in demand and in supply 
occurring in the meantime. 

Mr. Reuss. Now, my question: Did the Federal Reserve Board 
clear with the Secretary of the Treasury, before announcing the re- 
duction of the margin requirement on stock purchases ? 

Mr. Szymczax. Did the Federal Reserve notify the Treasury ? 

Mr. Reuss. Did the Secretary of the Treasury approve of and 
agree to the action of the Federal ? 

Mr. Szymczax. I really don’t know. I wasn’t there at the time. 

Mr. Reuss. You don’t know? 

Mr. Szymczax. No. 

Mr. Reuss. Getting back to the point you make in answer to a 
question by Mr. Patman, about the desirability of cordination of Gov- 
ernment policies, the Treasury, of course, is interested in the best 
possible market for U.S. securities, is it not ? 

Mr. Szymczax. Correct. 

Mr. Revss. The greater the amount - loanable funds that may, in 
theory, be devoted to the purchase of U.S. securities, the better for the 
Treasury, is it not? 

Mr. Szymczax. Well, loanable funds, by that you mean someone 
can borrow to buy a Gov ernment security ? 

Mr. Reuss. The greater amount of funds which are not invested 
in something else and can be invested in U.S. securities, the better 
for the market in U.S. securities, obviously. 

Mr. Szymczax. Yes, sir. Congressman, we don’t allocate money in 
the Federal Reserve and we have no way of forcing people to invest 
their funds in Government securities. 

Mr. Revss. I appreciate that. 

Mr. Szymczax. We just make money generally available through 
our reserve operations affecting the member banks. Where or how 
that money is loaned, or iuventdd is anybody’s guess. 

Mr. Reuss. I appreciate that. However, in your action in reduc- 
i me margin requirements, you were making it possible for moneys, 

erwise available for the purchase of U.S. securities, to go into the 
stock market in aid of equity purchases, were you not ? 

Mr. Szymozak. Well, you are speaking of the credit side of the 


picture, by making it 70 sainad of 90? 

Mr. Reuss. Yes, sir. 

Mr. Szymczax. Well, whether that miohey | is borrowed for the pur- 
chase of stock or whether it is borrowed by someone who wants to 
buy Government securities, or something else, i is determined not by 
the Federal Reserve, or by the Treasury, it is determined by the indi- 
vidual or the corporation, or whoever borrows. 








rec 
w h 


th: 
un 





you 
gin 
ble 
uld 
her 


act. 
oly 
rd 


re- 


nd 


st 
in 
1e 
r 


n 
t 





RETIREMENT OF FEDERAL RESERVE BANK STOCK 269 


Mr. Reuss. But when you lower the margin requirement from 90 
to 70, you make it possible for a lender to lend 30 cents on the dollar 
in the stock market instead of just 10 cents on the dollar. 

Mr. Szymozaxk. Correct. 

Mr. Reuss. And to the extent that he takes advantage of the possi- 
bility which you have just enacted, that differential of 20 cents is liable 
to be subtracted from the loanable funds otherwise available for the 
purchase of U.S. securities, is that not so ? 

Mr. Szmyczak. Yes, sir, in other words, if the bank—because the 
stockbrokers would not be lending to others, they would be lending 
only for this purpose—but if a bank lends more than 10 percent, now 
it can lend up to 30 percent. Of course, if it lends here, it may not 
be able to lend there. 

Mr. Reuss. Exactly. The arithmetic, I think, is as simple as that. 

Mr. Szmycozak. Yes, sir. 

Mr. Reuss. In the light of that, Mr. Governor, I am disturbed to 
find that there is some doubt as to whether the Treasury was con- 
sulted and gave its approval in advance to an action which certainly 
affected the Treasury’s business. 

Would you, as soon as you can, file with this committee for the 
record, the exact chronology of Treasury involvement in this decision, 
whether they were consulted beforehand, whether they did give their 
approval beforehand, by what piece of paper or other legal action 
that approval was given, if it was given, and, Mr. Chairman, I ask 
unanimous consent that that be inserted in the record. 

Mr. Parman. Without objection. 

(The document referred to above is inserted in the record at p. 289.) 

Mr. Szymczak. I will be glad to do what I can to inform you, Con- 

ressman Reuss. However, you used the word “approval” of the 

reasury. We don’t get the approval of anybody on any action. We 
may inform them beforehand that we intend to do this, and they may 
or may not voice an objection. 

Mr. Reuss. Well, I want the whole chronology. 

Mr. Szymczak. That is your point, whether or not they knew about 
it? 

Mr. Reuss. It seems to me three things may have occurred, or 
maybe there are more than three. And this would be very interesting 
tome. Either the record will show that you didn’t inform the Treas- 
ury, or it will show that you did. 

Mr. Szymezaxk. Correct. . 

Mr. Reuss. If the latter, it will show that the Treasury, (a) acqui- 
esced and approved; () disapproved, but was overruled by you; or 
(c) fudged, and you can’t tell what in the world they were doing. 

Mr. Szymozak. Yes, sir; but we can only report for ourselves. 

Mr. Reuss. Anything that chronology discloses is going to be in- 
teresting to me. It is a political science question of how our Govern- 
ment operates. You can see the reason for it. 

Mr. Szymczaxk. Yes, sir. As I said before, we can’t operate in a 
vacuum. We have to talk to other Government agencies at official 
levels and they have to talk to us. A large part of this talk will be 
informal and off the record. 

Mr. Reuss. Thank you. 
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Mr. Parman. Mr. Burke. 

Mr. Burke. No questions. 

Mr. Patman. Mr. Miller. 

Mr. Miter. No questions. 

Mr. Parman. Mr. Johnson. 

Mr. Jonnson. Thank you, Mr. Chairman. 

I want to pursue a little bit the same line of questioning, Governor. 
You have in effect, granted that the kinds of action you take from time 
to time will have a greater impact on one part of the economy than 
another. You would agree? 

Mr. Szymczax. Yes, sir. 

Mr. JoHnson. While you can’t precisely determine, your action 
would have more effect on certain kinds of loans or activities than on 
others ? 

Mr. Szymczak. That is possible, depending upon the circumstances, 

Mr. JoHnson. Yes, sir. 

Mr. Szymczak. But our operations are mostly open market opera- 
tions which have in effect only an addition or reduction of the reserves 
of the banking system. 

Mr. Jounson. The economists call it aggregative effect. 

Mr. Szymczax. That is right. We don’t go into selectivity except 
for margin requirements. 

Mr. Jounson. Is that the only selective power you have or the only 
one you use? 

_Mr. Szymczax. That is the only one we have. We had, as you 
know, regulation W and also regulation X. They were both temporary 
and have expired. 

Mr. JoHnson. Have you ever requested the resumption of other 
selective powers? 

Mr. Szymczax. We have not, Congressman, to my memory—the 
only time that I recall having asked the Congress for authority on 
regulation W was during a period of time when we felt that that 
would be helpful to us. I think it was during the Korean incident. 
We acted during World War II on the power the President granted 
to us, and Congress did act later to make it law rather than just 
Executive order. 

Mr. Jonnson. Well, now, there are other Federal agencies in the 
lending and insuring field whose actions also have an impact. The 
Housing and Home Finance Agency, the Veterans’ Administration, 
the Department of Agriculture through the Farm Credit Adminis- 
tration, and so forth. 

Mr. Szymozak. Yes, sir. 

Mr. Jounson. Have you in the past engaged in orderly and regu- 
lar consultation with these other Federal agencies whose actions 
would have an impact on certain parts of the economy and would 
have an effect on the aggregate economy / 

Mr. Szymczax. There are two words there, “orderly and regu- 
lar.” I don’t know whether we have had them orderly and regu- 
lar. We have been in touch with them and are constantly in touch 
with all the agencies of government. 

Mr. JoHnson. From time to time you might consult ? 

Mr. Szymczaxk. That is right. 

Mr. Jounson. So that, for example, if you were interested in in- 
creasing the volume of housing credit or restricting the amount of 
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money and credit going into the housing field, you certainly could 
consult with either the Federal Housing Commissioner or the Hous- 
ing and Home Finance Agency Director? 

Mr. Szymczaxk. Correct. 

Mr. Jounson. Have you, in fact, consulted with them with re- 
spect to questions of this sort ? 

Mr. Szymozak. I think perhaps Ralph would be in a better posi- 
tion to answer that than I. I personally have not. Whether the 
chairman has or not, I don’t know. 

Mr. Youne. I think there have been consultations from time to 
time, but our operation would work, that is, through the general 
market, and not through a direct implementation, as might be ac- 
complished through different Government programs. I am not sure, 
however, that that answers your question. 

Mr. Jounson. I have asked this question because one of my friends 
who is in one of these operating agencies said he was stopped in the 
street by a businessman, who asked him about another such agency 
saying: “Don’t you work with the same Government?” My friend 
said: “Yes, sir.” The businessman said: “Why don’t you synchro- 
nize your watches? You seem to be going in different directions at 
the same time.” 

The Federal Reserve System, of course, has the overall responsi- 
bility. These other agencies are, of course, not under your direct 
control. But the policies you pursue either make it easier or more 
difficult for them to make money available. 

Mr. Szymczak. Yes, sir. 

Mr. Jounson. For example, in the housing field, which is under 
the jurisdiction of this Committee, we have in each of the past. 8 
years, or 7 years, been required to consider whether we should raise 
the rate of interest that can be paid on insured mortgages, because 
money seems harder to come by. That is, the cost of money has gone 
up and we have been asked to consider whether we would lengthen 
the amortization period for loans so that a poor man could still buy 
a house by stretching out the time payments over a longer period. 

Now in the course of making Sra choices as a committee, it seems 
to me that we have been called upon to try to adjust the impact of 
our general monetary policy to this sector of the economy. 

Other committees of Congress have been asked at least to recon- 
sider rates on REA loans, and certain other loans, because unless there 
are direct loans from the Federal Government, itself, the money market 
has dried up for certain purposes. 

Now is the Federal Reserve concerned about the differential impact 
of these various decisions made throughout the Federal Government 
upon the different sectors of the economy / 

Mr. Szymczak. Yes, sir; we are naturally interested and we na- 
turally are concerned about it, and, therefore, we try, frequently, to 
hold sessions with them, especially when we had regulation X which 
did affect mortgages, as you know. 

We did contact them constantly, and they were in touch, in line with 
the ideas mentioned by Congressman Reuss, with our responsibility 
for providing or withdrawing bank reserves, which have a multiple 
impact on bank deposits. That is a general monetary operation of 
the Federal Reserve. Where that newly provided money goes and how 
it is employed will be determined by the other agencies of the Gov- 
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ernment, policy decisions of the private banking system, the financ- 
ing operations of various agencies and units of Government, and pri- 
vate demands for bank and other credit. 

In other words, we do not and cannot pour money into the economy 
for one particular purpose. 

Mr. Jouwnson. I realize you are concerned with the total and not 
the parts. 

Mr. Szymcezax. That is right. 

Mr. JouHnson. And yet surely your concern must include a concern 
for productivity of the whole American economy. The dollars alone 
are not important, but it is what happens to the dollars. 

Mr. Szymczaxk. That is correct. 

Mr. Jounson. During the past year, you will recall, we had a signi- 
ficant further increase in consumer credit just as we had during the 
Korean incident ; to the extent that money went to this purpose, it was 
not available to the more significant expansion of productivity by 
investing in basic utilities, commercial and industrial establishments, 
housing, and so forth. 

I would like to ask, is it a concern of yours, as to what is the impact, 
or the consequences of this action ? 

Mr. Szymczax. Yes, sir; we are constantly mindful of it. At one 
time Congress asked us to make a study. We did. I think your House 
Banking and Currency Committee joined in requesting the study. 
As you may recall, the final study comprised six published volumes. 

Then at that point, hearings were held and we did indicate that if 
authority is granted to the Federal Reserve that it should be on the 
standby basis, to be used as and when it can be used to supplement 
the overall general instruments of monetary policy. 

Mr. Jonson. You have not withdrawn that request; you would 
still welcome the additional power ? 

Mr. Szymezax. I don’t know whether it exists, but that is my 
personal opinion. 

Mr. Jounson. If this committee were to consider giving you further 
powers, be they consultative or regulative—on a standby basis—you 
would have no objection to it ? 

Mr. Szymczax. Personally, I would not. I can’t speak for the 
Board. 

Mr. Jounson. I appreciate that. 

I noticed in the report which just came to my desk recently, as to 
the Federal debt, that the Federal Reserve, as a holder of a portion 
of the debt, has held about the same amount of Government debt for 
almost 10 or 15 years now, roughly $22 to $25 billion. 

Mr. Szymczak. Yes, sir. 

Mr. Jounson. Your dollar value of the public debt has not changed 
appreciably since the end of the war? 

Mr. Szymczaxk. That is correct. 

Mr. Jounson. And yet the total volume of bank credit has in- 
creased very appreciably ? 

Mr. Szymezak. That is right. 

Mr. Jounson. We have asked other witnesses, and I am, therefore, 
asking you, do you feel that there is some essential public — 
to be served by increasing the total amount of credit in the banking 


structure through reduction of reserve requirements, which is more 
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desirable than increasing the reserves and, therefore, the amount of 
credit, through the purchase of additional Government bonds? 

In other words, is there some public purpose being served by the 
tendency which has been followed to provide for the expansion of 
bank deposits through reduction of reserve rates, thereby holding 
your net Government holdings at about the same figure ? 

Mr. Szymczax. No; except that when we reduce or increase reserve 
requirements, that is rather drastic, crude action. It affects all mem- 
ber banks, whatever their position may be at the time. And so, 
therefore, if you want to have an immediate effect you increase the 
amount of reserves all banks can use to lend or invest by reducing 
reserve requirements. That is to say, if you want to do it quickly. 

Mr. Jounson. That is faster than buying Government bonds? 

Mr. Szymczaxk. Yes, sir. 

Mr. Jounson. When you increase reserve requirements, you affect 
a great many banks, not all of them being in the same position so far 
as a credit position is concerned, as to their customers. That affects 
some quite abruptly, whereas others are not affected as much depend- 
ing upon the reserve position of the banks at a time. 

The flexible instrument of monetary policy is much easier to use. 
In other words, you can buy or sell more readily, and, therefore, if 
you reduce reserve requirements, rather than buy Government securi- 
ties, it maybe will make it more effective more quickly through the 
whole banking system. 

Mr. Szymozak. Certainly. 

Mr. Jounson. Assuming there is no drastic requirement, assume 
we don’t face a crisis, but a gradual drift, I would really then be 
forced to ask another question: Does the Federal Reserve have any 
sense of concern for the burden upon the taxpayer for the public 
debt ? 

As you know, the interest that you receive, in effect comes back to 
the Treasury after you have taken your cost of operation and normal 
reserves. So that when you fail to use the technique of buying Gov- 
ernment bonds, as this committee has noted before, you are, in effect, 
raising the final cost to the taxpayer, quite apart from the interest 
rate, merely by requiring that more be paid out to those persons 
from whom it will not come back to the Treasury, whereas when you 
buy the bonds, the interest does go back to the Treasury. Is this a 
concern of the Federal Reserve ? 

Mr. Szymczaxk. It may be an incidental concern, but our primary 
concern is the supply of money in relation to the needs of the economy. 

Mr. Jounson. I would comment that while, of course, it is not your 
primary concern, it would seem that it ought to be a subsidiary con- 
cern, except in emergencies. 

Mr. Szymozak. That is correct. 

Mr. Jonnson. Thank you very much, Mr. Chairman. 

Mr. Parman. Mr. Multer? 

Mr. Muvrer. Thank you, Mr. Chairman. 

yovernor, I apologize to you and the members of the committee for 
coming in a little late and not hearing the first few minutes of your 
testimony. 

Before I pursue this very interesting and informative discussion, I 
would like to have your opinion on the two bills before us, whether 
you think either or both of those bills should be enacted ? 
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Mr. Szymczax. I have gone over all the testimony thus far, as I 
indicated earlier, and, of course, I participated with other Board 
members in the written testimony that was presented by the chairman. 

There are arguments both ways, sometimes they go too far, in my 
opinion, one way or the other, but on balance I would say that I would 
not recommend to you to enact either bill at this time. 

Mr. Mutter. Even though it is your firm conviction that. Federal 
Reserve banks are Government agencies owned by the U.S. Govern- 
ment, and not by the private banks? 

Mr. Szymczak. That is right. As a matter of fact, as you know 
very well, Congressman, the original law provided that the stock be 
purchased by banks up to 6 percent of their capital and surplus. If 
they didn’t buy it, the public could buy it. Ifthe public didn’t buy, the 
Government could buy. Under the law, we only called for 3 percent 
from the member banks and stopped there. 

Mr. Muurer. And the general public has never been given an op- 
portunity to buy these very good investments ¢ 

Mr. Szymozaxk. They have not been, no. 

Mr. Mutrer. And, of course, as has been said so many times, this 
stock in the Federal Reserve banks, held by the member banks, the 
private banks, has none of the qualities of ownership of stock at all? 

Mr. Szymeozak. That is right. 

Mr. Muurer. They do have a guaranteed return on the money, and 
the stock varies in accordance with the capital structure in each bank. 
As the capital structure changes, their investment changes? 

Mr. Szymozak. That is right. 

Mr. Mutrer. Now to return to this very informative discussion 
oing on here this morning, I think we need a little clarification, at 
east I do. 

When we talk about borrowing for security purchases, a person who 
buys securities from a broker doesn’t borrow money from a bank 
necessarily. What he usually does, he instructs the broker to buy on 
margin, and the broker lends him the difference? 

Mr. Szymczaxk. That is correct. 

Mr. Mutrer. And the broker will either use his own funds or go to 
the bank and borrow funds? 

Mr. Szymczak. That is the usual procedure; that is correct. 

Mr. Mutter. Now isn’t the regulation still in effect that the banks 
that are members of the system may not lend to borrowers for the 
purpose of buying securities / 

Mr. Szymcezak. Oh, no; they can lend. In other words, a bank can 
lend to me if I want to borrow money from the bank, to buy a listed 
stock. The bank does; many banks do. 

Mr. Mutter. Wasn’t there a prohibition / 

Mr. Szymczak. I didn’t know there was a prohibition. 

Mr. Mutter. Wasn’t there a regulation requiring affidavits / 

Mr. Szymczak. Oh, no; what we require them to doa— 

Mr. Mutter. Is to state the purpose ? 

Mr. Szymczax. Oh, yes, sir, that they have todo. They ask me, if 
I come in there, “Are you borrowing to buy, or to hold,” a listed stock, 
and I answer, “No” or “Yes” as the case may be. 

Now they have to get that in writing, so as to make sure. One of 
the problems—you will be interested in this—in a country not far from 
ours they have high reserve requirements, and then indicate that 10 
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ercent or more of these required reserves, if used to extend credit to 
industry can be so loaned.: 

Sup an industrialist comes and says he wants to borrow for 
an industry but he really has in mind the purchase of some stock. 
They would have quite a problem of administration to see that that 
money reaily goes for the purpose of financing the industry. 

Mr. Mutter. Yes, sir. 

Now when an American bank is lending money, what is the pur- 
pose of taking that affidavit from the borrower that he is not going to 
use the money for the purchase of securities? 

Mr. Szymczak. Well, because very frequently—suppose you came 
in toa bank where you are well known and you have a credit standing 
and can readily borrow money and they don’t even ask you what you 
are borrowing for. Your credit standing is so good they simply loan 
you the money. To make sure that a loan for the purpose of | buying 
isted stock is made in accordance with the margin regulations, the 
customer is asked to state the purpose of his borrowing. 

Mr. Mutter. But there is no regulation as to what the man is to 
use it for. The only requirement is that he make a truthful affidavit 
as to what he is going to do with the money. 

Mr. Szymcezak. That is right. In other words, to make sure that 
he is not borrowing for the purpose of purchasing or holding a listed 
stock. In other words, we want to be sure in our administration of 
margin requirements that loans are not being extended for business 
purposes that are really being used for the purpose of buying or carry- 
ing a listed stock. 

r. Murer. If I went to my bank and made an affidavit that I in- 
tended to use this money to buy securities, let’s assume that I am 
also running a factory—and I give him an affidavit and tell him I am 
going to use it to buy securities, will they lend it to me? 

Mr. Szymozaxk. Yes, sir; they will jo you what you are going to 
buy and you put it up as collateral. And then they will lend you up to 
30 percent, as of now. 

Mr. Mutter. It is entirely up to each bank as to whether you can 
speculate in the market ? 

Mr. Szymczak. Each bank must make sure that the man borrowing 
the money borrowed it for some other purpose and not actually for 
the purpose of buying or holding a listed stock. If a customer is bor- 
rowing to buy or hold stock, he can borrow only up to 30 percent. That 
is the reason. 

Mr. Mutter. Then the margin restriction extends to the bank which 
is making the loan directly to the security purchaser ? 

Mr. Szymczax. That is correct. 

Mr. Mctter. I think you told us that at the time you increased 
margin requirements to 90 percent; there were about $4,700 million in 
brokers’ loans outstanding ¢ 

Mr. Szymczax. That is right. Both bank loans and broker loans. 

Mr. Mvtrer. That had dropped to about $4,100 million when you 
reduced it to 70 percent ? 

Mr. Szymczak. Yes, sir. 

Mr. Mutter. Has there been an appreciable increase or decrease 
since the margin requirement was reduced ? 

Mr. Szymczax. In credit ? 
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Mr. Mutter. In customers and brokers’ loans. 

Mr. Szymwczax. I wouldn’t know. We haven't had time for the 
figures yet. 

Mr. Youne. We wouldn’t expect much change in so short a time. 

Mr. Szymczaxk. That is the trouble, as you know, Congressman, 
about figures. By the time you get them 

Mr. Mutrer. Thank you. 

Mr. Barr. Governor, some of the conversation I have had was with 
corporate treasurers, and I have asked this question of several of them 
last fall. The interest rate was very high and money tight. I asked 
this question of several of them, as to whether or not they were going 
to back off on their financing plans, and wait for a better market. 
I was rather surprised to hear two or three comment that they didn’t 
see much chance for a better market because of the gold position of 
the United States. They said if the Federal attempts to drive these 
rates back down where they were in May 1958, that we would lose gold 
so fast we would be in serious trouble. 

Now, I have noticed that recently, several have indicated that if 
they had the gold position and the economic health of the United 
States to consider, that they would take the economic health first and 
the gold position next. 

I have noticed that since you have knocked down your discount 
rates that all of a sudden gold has started to flow out. I guess you 
can get 514 percent on British bonds in London, and you get 7 per- 
cent in West Germany, 8 in Rome, 10 cents in Tokyo; somewhere in 
that neighborhood. 

Do you think that at the moment the gold position of the United 
States inhibits countercyclical action by the Federal ? 

Mr. Szymcozax. That is a good question; we, too, would like to 
have the answer to it. In my experience, we have never had that de- 
cision to make. This is the first time we have it really before us. 
Originally the Federal Reserve Act was a domestic act, because our 
balance of trade was not a big item in relation to our economy. Now, 
we have a balance-of-payments problem. 

The balance-of-payments problem means dollars are moving into 
foreign hands. And some of those dollars, after they get there are 
turned into gold. That reduces the amount of gold we have here. 
So on the whole, therefore, we increasingly have to take both do- 
mestic and international factors into account. But at the present 
time, we do relate our monetary policy primarily to the domestic 
situation. But we also watch constantly the balance-of-payments 
figures to see how these figures affect our banking and domestic finan- 
cial position. 

It is a difficult task,to give proper weight to domestic and inter- 
national forces, but we must try to do it as well as we can. In rela- 
tion to the domestic economy, we are still continuing a program of 
monetary policy that is consistent with what we have pursued over a 
long period of time. 

Mr. Barr. Several people I have talked to brought up the point 
that probably the time was coming when we should take a look at 

that gold requirement behind the deposits and currency. Frankly, 
the thing that concerned them was it had drifted down—what do we 
have, $6 or $7 billion free right now ? 
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They were concerned that it would drift down to $3 or $4 billion, 
and this would start trade against us. All the “international crap- 
shooters” would start trading against our currency. 

That was the point they brought out. I have never seen any move 
around here to take a look at this problem. I am beginning to believe 
that perhaps we should start to take a look at it. 

Mr. Szymczak. At the 25 percent ? 

Mr. Barr. Yes, sir. 

Mr. Szymczak. Well, again, it is like the Federal Reserve bank 
stock. It is largely psychological. As you know, at one time our 
statutory reserve ratio for the Federal Reserve was 40 percent against 
Federal Reserve notes, and 35 percent against deposits. Later it was 
reduced to 25 percent across the board. Probably, we don’t need a 
ratio of 25 percent, but the moment you start talking about reducing 
the 25 percent to 1214, for example, there are people who will really 
get worried about our money, and it may do more harm than good to 
consider it. 

Mr. Barr. That is true. But I hate to put the United States in a 
box. The question I have asked around this town several times—I 
have spoken to Mr. Patman and Mr. Multer who have been around 
here a long time—when you have to do something, do you do it when 
you are driven to the wall, or do you try to see it coming and do some- 
thing before it comes. I hate to see the United States put in a box 
where every “crapshooter” around the world trades against our cur- 
rency. 

Mr. Szymczax. You are quite right that, if you are going to do 
ow about it, do it at the time when you don’t need to do anything 
about it. 

Mr. Barr. Sometimes it is impossible to see that far in advance. 

Mr. Szymczak. Yes, sir. 

Mr. Mutrer. I was just wondering about the point that Mr. Barr 
touched upon, it raises this question. Whether or not we didn’t make 
a mistake in reducing the margin requirements from 90 to 70 percent 
for this reason: When there was a 90-percent margin requirement, 
there were a good many people in the United States who were borrow- 
ing money abroad, which they could borrow, by putting up the stocks, 
to the extent of 50 or 60 percent. We had the foreign money coming 
in to take care of the seal who wanted to speculate or invest. When 
you drop it down to 70 pesoent, aren’t we then using our own money 
instead of foreign money ¢ 

Mr. Szymozak. I frankly, honestly feel that there wouldn’t be 
much borrowing even under the 70 percent, but that again is based 
upon the experience in that area and this situation in the stock market 
at the present time. 

Mr. Mutter. Is there any record as to how much foreign money 
was loaned for that purpose ? 

Mr. Szymozaxk. I don’t have the figure, but perhaps we can try to 
get it for you. 

Mr. Youne. I don’t think we can. We can possibly get the money 
loaned by agencies of foreign banks in this country, but not the 
money for stock market investment that is actually borrowed abroad. 

Mr. Szymczax. That is right. Perhaps we can provide you with . 
an estimate. However, we don’t like to make estimates where we 
can’t find some good figures to rely on as a basis. 
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(The following letter in answer to the above query has been sub- 


mitted and is inserted in the record at this point :) 
SEPTEMBER 6, 1960. 
Hon. ABRAHAM J. MULTER, 
House of Representatives, 
Washington, D.C. 

Dear Mr. MULTER: I have looked into the question which you raised during 
the hearing on August 25 about foreign loans to finance positions on the New 
York Stock Exchange. It appears that there is no way of estimating either 
the total volume of such credit or recent changes with sufficient accuracy to 
draw any meaningful conclusions. No U.S. Government agency has authority 
to require foreign banks to report such loans, and foreign governments generally 
do not require their banks to publish statements in sufficient detail to reveal 
the volume of loans for this purpose. The limited information which is re- 
ported to the New York State banking commissioner on loans by agencies of 
foreign banks in the United States would not necessarily indicate either the 
magnitude or the direction of movement of total credit from foreign sources. 

Observations in the press from time to time, with respect to the aggregate 
volume of foreign credit being used to finance speculation on the New York 
exchanges, are based entirely on hearsay, and there is no way to confirm their 
accuracy. 

As I indicated in my testimony, there are good reasons to believe, however, 
that foreign credit is not and never has been an important element in financing 
stock market transactions of residents of the United States. Members of 
national securities exchanges and brokers or dealers doing business through 
such members are prohibited from arranging such loans for their customers 
unless the loans satisfy the margin regulations issued by the Board under the 
Securities Exchange Act of 19384. Hence, the circumvention of the regulation 
in the case of an individual speculator by borrowing abroad is difficult and 
expensive. 

The Securities and Exchange Commission has developed evidence from time 
to time that foreign credit on more liberal terms than are allowed under the 
Board’s margin regulations has been used to accumulate shares by one or both 
parties in contests for the control of particular companies. Those are special 
situations which involve special arrangements, and the amounts involved are 
very small in relation to the total volume of trading and credit on the exchanges. 
At the present time, of course, the relatively high rates of interest in most 
foreign centers would also be an impediment to growth in use of foreign funds. 

Cordially yours, 
M. 8S. Szymczak. 


Mr. Mutter. I think we would be interested in that. 

Just one other thing, if I may, Mr. Chairman. 

At the time that you reduced the margin requirement from 90 to 70 
percent, at the same time were more funds inade available to the banks 

or lending purposes ? 

Mr. Szymczax. Well, we have been making money available to 
the banks for lending purposes through our open market operation 
since early in 1960. In other words, the net position of the banks 
was a positive position, meaning they had more excess reserves than 
they _ borrowed at the Federal Reserve banks over the last several 
months. 

Then we added some vault cash to reserve requirement in December 
of last year, as you will recall. We reduced the discount rate in June 
and we made the recent announcement effective partly today and 
partly September 1, on vault cash, and on central city reserve 
requirements. 
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So that I would say that overall we have liberalized credit much 
more on the overall picture than we have margin requirements. 

Mr. Mutrer. It would be a fair statement to say that almost coin- 
cident with the time of the change in margin requirements more money 
was made available to the banks for lending? 

Mr. Szymezax. Correct. 

Mr. Parman. Mr. Szymezak, Mr. Clark Warburton, chief economist 
of the FDIC, I assume you know him, he has been in the Government 
for sometime. 

Mr. Szymczak. Yes, sir. 

Mr. Parman. He wrote a journal article on your authority for 
monetary controls under the Federal Reserve Act. It is very interest- 
ing on a point to which this committee has been giving careful con- 
aeoeusiens. He refers to the Board’s first annual report immediately 
after the passage of the 1935 act—and incidentally, copies of that re- 
port are awfully hard to get; I hope that the Board will consider re- 
printing it and also making available those nine 1936 reports. It is 
almost impossible to obtain a copy of the 1935 report now; copies are 
very scarce, and I think the report contains more of the monetary 
history of this country than perhaps any other document—I believe 
you will agree with me on that. 

Mr. Szymozax. Yes, sir; let me get this. Report from whom? 
From the Board ? 

Mr. Parman. The annual report of the Board. 

Mr. Szymczax. Oh, yes, sir; we will be glad to consider reprinting 
that sometime. 

Mr. Parman. It is one of the most important reports ever gotten 
out. I hope youcan reprint it. 

Now, quoting from Mr. Warburton : 

In the annual reports of the Board of Governors of the Federal Reserve 
System in recent years much more recognition is given to the responsibility 
theory of monetary control. The report for 1985 opens with a paragraph 
referring to the Banking Act of 1935, stating that this act “places responsibility 
for national monetary and credit policies on the Board of Governors and the 
Federal Open Market Committee’”—notwithstanding the fact that the Banking 
Act of 1935 contains no reference to monetary policy, nor mentions any mone- 
tary power, nor contains any provisions indicating an alteration of the mone- 
tary theory underlying the original Federal Reserve Act. 

Is that a correct statement ? 

Mr. Szymczak. Well, I haven’t read his statement, but I would say 
this, that there is nothing in the Federal Reserve Act that speaks spe- 
cifically of national monetary or credit policy—if that is what he 
means. 

Mr. Patman. That is right. And in his conclusions he says: 

The Board of Governors of the Federal Reserve System, which is generally 
considered to be the chief monetary agency of the Federal Government and has 
stupendous monetary power, has never been given responsibility for monetary 
control. 

That is correct, is it not? 
Mr. Szymczak. That is correct. 
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Mr. Parman. Now, where do you get your authority? You have 
assumed the monetary control powers. Where do you get that? 

Mr. Szymozax. Well, as a matter of fact, as I recall, the only thing 
in the original Federal Reserve Act that was mentioned specifically, 
was discount rates, and discounting. 

Mr. Parman. That is right, according to my memory also. 

Mr. Szymczax. Reserve requirements were statutorily fixed and 
they were accepted in the Federal Reserve Act as they were in existence 
at that time. We did not have the power to change reserve require- 
ments. No open market operations were specifically mentioned. 
There was no provision for an open market. So we hed only one 
instrument—and that was discounting and changes in discount rates or 
the cost to member banks of discounting at the Federal Reserve bank. 
The discount rate of a Federal Reserve bank could be increased or 
lowered by the bank’s directors with the approval of the Board in 
Washington. The statutory reserve requirements could not be 
changed. However, the Banking Act of 1935 gave the Board author- 
ity to change reserve requirements within a range of the existing 
statutory figures and double their amount. 

Mr. Parman. And they were doubled ? 

Mr. Szymezax. Eventually, yes. Open market operations were rec- 
ognized in the Banking Act of 1933 and 1935. The purpose through- 
out the act was to aid industry, commerce, and agriculture and there 
are references to the general credit condition and sound credit condi- 
tions. As I recall there is no such wording—and I have read the 
act a number of times—that says specifically “engage in the following 
monetary policy by the following means for this following purpose.” 

Mr. Parman. I will get right to aiding agriculture and business and 
industry. Whenever you use credit as you did in 1958, and as you 
have done recently, you are not doing that for the purpose of encour- 
aging the banks to make more investments in Government securities, 
or securities of political subdivisions and States, are you? 

Mr. Szymczax. No. 

Mr. Parman. You don’t consider those investments help as much as 
credit to business or industry, do you? 

Mr. Szymczax. That is right. 

Mr. Parman. If you will recall, in 1957 and 1958, when you made 
the reserves available for member banks to expand their credit by $10 
billion, they put every bit of it in Government bonds. They didn’t 
make any increase in loans. 

Mr. Szymozax. When was this? 

Mr. Parman. 1958. They didn’t put it in anything except Gov- 
ernment bonds. 

Now, then, if you will notice, the banks are buying more and more 
of the tax exempt securities of States, counties, cities, and other politi- 
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cal subdivisions, and I want to get your opinion of this. It just 
doesn’t impress me as being fair or right for banks to manufacture 
money on the books of the banks, at no cost to the banks, and use that 
money for the “pes of buying these tax exempt securities. 

The commercial banks hold now about a third of all the tax exempt 
securities. That is quite a large volume. 

Mr. Szymczak. Yes. 

Mr. Patman. And you take this situation: Take, for instance, in 
a school district, where we will put on a campaign to float a bond 
issue of a million dollars, say, to build a schoolhouse. The people 
have to pay a most burdensome tax to liquidate those bonds, and to 
pay the interest charges. In fact, people pay taxes more on what 
they owe, in some districts, than on what they own. Take the vet- 
erans. They have bought homes, and paid 10 percent down. They 
do not own those homes, but they owe for them, yet they pay taxes 
as though they owned them. Then you allow the coeinasial badd 
to acquire those bonds, absolutely Face, for all practical purposes, 
just manufacturing the money, hold the bonds all charge the people 
a high rate of interest, and then the banks don’t even pay taxes on 
that interest. Does that impress you as being right ? 

Mr. Szymczak. Well, Mr. Chairman, of course, there are various 
other administrative bodies or supervisory bodies in addition to the 
Federal Reserve so far as banks are concerned, but in monetary author- 
ity, we at the Federal Reserve are alone. And we don’t allocate 
reserves for any specific purpose. 

Mr. Patman. Sinem you don’t allocate, as you say, your activi- 
ties are general ; you just help the whole situation. 

Mr. Szymczak. That is right. 

Mr. Patman. But it occurs to me that the banks have gone too 
much into buying Government securities. Do you agree with that? 

Mr. Szymczax. Too much in? 

Mr. Patman. Yes. 

Mr. Szymczax. Well, there was a period of time when they had 
practically nothing else to buy. I remember when they could not 
make loans, and so they were buying governments. And that helped 
the government securities market. 

Mr. Parman. That eligible paper requirement was changed. In 
1935 we had no central bank, but we had 12 regional banks serving 
the function of a central bank, and a local banker was looking to 
people to make loans with him, so he could use that eligible paper to 
get more credit from the Federal Reserve. But after that was changed, 
and the banks could use Government bonds for the same purpose, the 
inducement to that local bank for making loans was taken away. Is 
that correct ? 
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Mr. Szymczaxk. Yes, but, Mr. Chairman, the eligible paper is still 
in the act. 

Mr. Parman. I know, but the provision is useless. It is just like 
giving a dog another tail. 

Mr. Szymozax. That is right. 

Mr. Parman. It is not used for any purpose. 

Mr. Szymcozax. That is relatively right. 

Mr. Parman. I wish you would prepare for me, Mr. Szymezak, or 
have prepared by your research department and file at this point in the 
hearings, the number of banks—we will take first the New York dis- 
trict, since the New York district is the most important district—I 
want to know the number of the banks that are in class A, I guess you 
would call it. 

Mr. Szymozax. Yes; there are three groups. 

Mr. Patman. I want to know the number of banks, in each of the 
three groups, and I would like to know this over a period, of say, 10 
years. Not necessarily each year, but, say, 10 years ago, and 5 years 
ago, and last year. 

Mr. Szymczak. Fine. 

Mr. Parman. The number of banks in class A, the number of banks 
in class B, and the number of banks in class C. Then I would like 
os to give me that.same information for each of 12 Federal Reserve 

anks. Then I would like—— 

Mr. Szymczax. Pardon me, that is separately ? 

Mr. Parman. Yes, separately. 

Then I would like to have information about the use of the discount 
window, in each of these 12 Federal Reserve districts—broken down 
as to branches, where they have branches—and its use over a period 
of time, say the same time, 10 years ago, 5 years ago, and the latest 
report. I refer only to the earnings from the discount money. 

r. SZyMCZAK. Sater to the rve banks? 

Mr. Parman. Yes. 

Mr. Szymczax. Not the banks that were borrowing. 

Mr. Patman. No. 

Mr. Szymczax. You want the amount of borrowings and the earn- 


ings. 

Mr. Parman. That is right; and then the same thing with reference 
to Government securities. 

Mr. Szymozax. All right. 
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(The data referred to is as follows:) 


Average daily holdings of discounts and advances by Federal Reserve banks and 
branches, years 1959, 1954, and 1949 














{In millions of dollars] 
Federal Reserve bank 1959 1954 1949 Federal Reserve bank 1959 1954 1949 
or branch or branch 
12 12 || St. Louis—Continued 
47 94 Memphis. --.----..-- 4 3 () 
2 1 || Minneapolis_- ee 28 8 4 
13 13 Helena-. = 3 1 (1) 
11 15 |} Kansas City-- “ 26 4 5 
“a 3 2 Denver... v 14 1 1 
Pittsburgh..........- 18 4 2 Oklahoma Cit z 24 5 1 
eee 25 10 8 Omaha. ...--.. ‘ 23 4 4 
Baltimore..........-- 7 2 Od) Ses cntivonsankeseose 25 6 4 
Charlotte. ..........- 15 1 1 0 ae 1 () (1) 
ene cusdndacse 20 8 6 EEO 8 2 1 
Birmingham... ---- -- (1) (1) (1) San Antonio-_-.......- 3 () 1 
Jacksonville. _....-.- 2 (1) San Francisco .......-.- 17 10 11 
Nashville. ..........- 3 1 1 Los Angeles.........- ll 1 1 
New Orleans.......-- 32 6 (1) Portland............- 2 1 () 
2 ae 113 31 27 Salt Lake City__-..-- 2 1 
A SO 31 8 1 Gentes... -ccncacuces 7 2 (1) 
Co iii cecnedeaiiiies 12 4 
Little Rock.......... 1 (*) (1) a seas 811 217 231 
RS EE 5 2 





























1 Less than $500,000. 
NotEe.—Details may not add to totals because of rounding. 


Earnings on discounts and advances by Federal Reserve banks and branches, 
years 1959, 1954, and 1949 














{In thousands of dollars] 
Federal Reserve bank 1959 1954 1949 Federal Reserve bank 1959 1954 1949 
or branch or branch 
2 ees! 1, 100 194 181 || St. Louis—Continued 
ee 5, 903 718 160 55 4 
a a 220 31 1,004 135 66 
Philadelphia_...........- 1, 493 217 101 10 2 
Cleveland. ........-..-...- 1, 078 168 852 70 82 
Cincinnati. ........- 334 51 472 24 18 
Pittsburgh..........- 639 57 807 82 10 
ichmond..-..........-.-. 835 166 762 74 66 
Baltimore.........-..- 224 31 852 92 65 
Charlotte. ..........- 500 24 49 4 1 
eae 1,077 143 268 2 12 
Birmingham. ..-...... 5 () 112 6 8 
Jacksonville... .....- 808 16 557 165 165 
125 13 368 18 10 
1,140 103 53 16 1 
3, 805 502 72 8 12 
1, 109 131 20 242 30 5 
8t. 376 71 05 
41 1 1 0 27,728 | 3,479 3, 472 
183 21 24 
































1 Less than $500. 
Note.—Details may not add to totals because of rounding. 
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Federal Reserve bank earnings on U.S. Government securities, years 1959, 1954, 








and 1949 
1959 1954 1949 
Earnings (in thousands of dollars) --_--.................---.-- $857, 028 $434, 837 $312, 241 
Average daily holdings (in millions of dollars) _......_.......-- 26, 193 24, 604 19, 573 














Number of member banks at end of 1949, 1954, and 1959, distributed according 
to classification in effect for purposes of elections of class A and class B 
directors of Federal Reserve banks + 





Federal Reserve district 
and member bank group 





Federal Reserve district 
and member bank group 


Number of member 
banks at end of— 








All districts: 
ee 
Group 2... 
CE Bek ceaccascoen 















































Number of member 
banks at end of— 

1949 1954 1959 

595 652 

2, 307 2, 300 

3, 758 3, 281 

6, 660 6, 233 

40 30 

122 86 

150 161 

312 277 

27 20 

249 189 

404 299 

680 508 

38 48 

191 155 

358 296 

587 499 

47 61 

229 220 

356 291 

632 572 

60 65 

137 188 

279 194 

476 447 

39 49 

123 139 145 














Atlanta—Continued 
OS eh a 


















































1949 1954 1959 
190 195 209 
351 373 403 
113 75 86 
388 385 377 
503 560 545 

1,004 | 1,020 1, 008 

63 52 48 
165 151 170 
268 287 270 
496 490 488 

62 61 86 
153 158 206 
263 254 185 
478 473 477 

59 68 77 
274 269 274 
423 413 405 
756 750 756 

68 58 52 
212 202 245 
343 372 336 
623 632 633 

34 30 30 

93 75 45 
140 130 90 
267 235 165 











1 Includes banks that were not eligible to vote because of their status as subsidiaries of holding company 
affiliates, as provided by sec. 4 of the Federal Reserve Act. 


Mr. Parman. Now none of the 12 Federal Reserve banks touches 
the portfolio of the Open Market Committee, except the New York 
Federal Reserve bank. Is that correct ? 

Mr. Szymozax. That is right. 

Mr. Parman. These other banks that come in on that the bank 
at Richmond, Dallas, San Francisco, and Chicago, and so on, they 
just get the benefit of it. They never touch those bonds? 
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Mr. Szymozak. That is right. 

Mr. Parman. They don’t have a thing to do with the operations of 
the Open Market Committee, except at he every third year, one of 
these banks has their president on the Open Market Committee. 
That is the only contact they have with that operation ? 

Mr. Szymczax. That is correct. 

Mr. Parman. And 97 percent of the earnings of these Federal Re- 
serve banks come from that Open Market Comasiites portfolio of 
U.S. Government securities ? 

Mr. Szymcozax. That is correct. 

Mr. Parman. In fact, practically all of the income of the system 
comes from this source? 

Mr. Szymczax. That is right. 

Mr. Mutter. Will you yield, Mr. Chairman ? 

Mr. Parman. I yield. 

Mr. Mutter. Is it not a fact that no matter how many banks there 
may be in each of the three classes, each class elects the same number 
of directors? 

Mr. Szymozak. Correct. 

Mr. Mutter. So that no matter how much the number of banks in 
each class may vary, that class nevertheless elects the same number of 
directors? 

Mr. Szymczax. That is correct. 

Mr. Reuss. Mr. Szymezak, you described the recent action of the 
Federal Reserve Board in changing the reserve requirement for cen- 
tral Reserve city banks. What was tbe reserve requirement for cen- 


_’ tral Reserve cities banks and for Reserve city banks prior to this 


recent change? 

Mr. Szymczak. It was 18 percent for New York and Chicago, the 
central Reserve cities. As from September 1, it will be 1714 percent; 
reduced by one-half of 1 percent. And it was and is 161% percent in 
the Reserve city banks. 

Mr. Revss. it is correct, is it not, that had the reserve requirements 
of central Reserve city banks and of Reserve city banks been adjusted 
so that both were 1714 percent, that is lower central Reserve city 
banks 18 to 171% and raise Reserve city banks from 16% to 17\% per- 
cent, it is correct, is it not, that that would have produced, systemwide, 
the same amount of reserves as obtain presently ¢ 

Mr. Szymczak. That I wouldn’t know. I haven’t figured it out. 

Mr. Reuss. Well, let me ask you this question 

Mr. Szymczak. Pardon me, but may I indicate that the reason for 
the change was to bring the two classes into one class eventually. 

Mr. Reuss. Yes, you are at least heading in that direction. 

Mr. Szymczak. That is right. 

Mr. Reuss. Well, when you lower central Reserve city bank re- 
quirements by one-half a percentage point, you add to total reserves, 
do you not? 

Mr. Szymczak. Oh, yes, about $125 million. 

Mr. Reuss. If, rather than lowering the central Reserve city banks 
reserve requirements from 18 to 1714 percent as you did, you had pur- 
chased in open market operations an additional $125 million of U.S. 
securities, you would have accomplished precisely the same effect in 
terms of money supply, would you not ? 
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Mr. Szymczak. Statistically, yes, but it wouldn’t be placed in the 
same areas. You see, the moment you lower reserve requirements 
= affects the banks that are in that class. It affects the use of their 

eposits. 
r. Reuss. Yes. But in terms of overall systemwide requirements, 
it would have had the same effect ? 

Mr. Szymozax. That is right. 

Mr. Reuss. And had you increased the money supply $125 million 
by the method of open market purchases rather than by the method 
of lowering central Reserve city bank requirements, part of that— 
about one-sixth or one-seventh—would have inured to the benefit of 
the taxpayers in interest income through being paid to the Fed and 
then through 90 percent of it reverting to the Treasury ¢ 

Mr. Szymczaxk. Yes, sir; in principle. I don’t know the exact 
figure. 

Mr. Reuss. About that ? 

Mr. Szymczak. Yes. 

Mr. Revss. Well, now, I was at considerable pains in the debate 
on the vault cash bill to set out the arithmetic of this, and Senator 
Douglas was at considerable pains on the Senate side to do the same 
thing. In the vault cash report there was a broad hint, a broader one 
I would find it difficult to imagine, that Congress did not want the 
Federal Reserve to use the requirement of equating central Reserve 
bank requirements and Reserve city bank requirements for the pur- 
aot of expanding the money supply. In the light of that, if the 

ederal Reserve Board gave consideration to the possibility, recently, 
when you were contemplating taking a first step toward melding 
Reserve city banks and central Reserve city banks, did you give con- 
sideration to the possibility of lowering central Reserve city banks 
requirements a little and raising Reserve city bank requirements a 
little so that you approach marriage that way, but without creating 
any additional systemwide credit, reserving to the open market opera- 
tion the task of creating that credit with the obvious advantage to 
the taxpayers ? 

Mr. Szymczak. Yes, we have. Wealwaysdo. But these things are 
not easy to do, you know. In the first place, the law was passed 
by Congress in 1959 and a seasonal demand for credit was in view. 
We didn’t recommend elimination of the central Reserve cities. That 
was done by Congress. 

Mr. Revss. Right. 

Mr. Szymczak. We recommended the three classes of banks, with 
the lowering of reserve requirements. 

But as to vault cash, I thought that there was, either in the House 
or on both sides the desire expressed not to release more vault cash to 
be counted as required reserve and then absorb the cash released by 
selling Government securities. 

Mr. Reuss. May I stop you there? 

Mr. Szymczax. Wasn’t that it? 

Mr. Reuss. That was half of it. On vault cash, last January or 
December, you were, were you not, doing just what Congress told you 
not to do. Were you at one and the same time counting part of the 
vault cash, and selling U.S. securities? 

Mr. Szymozak. That might have happened. 

Mr. Reuss. Well, isn’t that what happened ? 
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Mr. Szymczak. Yes, sir. 

Mr. Reuss. Well, isn’t that rather an odd way for the servant of 
Congress to behave toward its master ¢ 

Mr. Szymozax. Well, what happened was that we figured we ought 
to start acting on the new law when possible. So somebody suggested, 
“Let’s consider the specific time when we do this.” Then in Decem- 
ber, because of the seasonal demand for credit, it seemed appropriate 
to release a small amount of vault cash to be counted as reserves. 
That gave the banks more money to extend credit. Then-came the 
veriod after the new year, and during the new year, the money comes 
back, the currency comes back into the banks, customers paid off their 
loans, so there were more reserves than in our judgment were re- 
quired, so we absorbed some of it by selling some securities. The 
timing was perhaps bad on the release of vault cash. 

Mr. Reuss. You knew the new year was coming? 

Mr. Szymozak. Yes; but we figured this we work out the way 
it did, so we didn’t intentionally go contrary to any intent of Congress. 
We found that the situation was such that we had to absorb some of 
the reserves we had earlier created but it was the return flow of 
money to the banks that we had to offset and this was temporary. 

Mr. Revss. So your testimony on that, Mr. Szymezak, is that while 
you did violate the express intention to Congress, it was uninten- 
tional ? 

Mr. SzymozaK. It was very unintentional. 

Mr. Reuss. Let’s go on to point 2, the expression of Congress with 
respect to central Reserve city banks and Reserve city banks, and I 
recognize that the Federal is not in favor of that, and I went along 
with the Federal but was overruled. However, we did express very 
clearly the view, and there was no challenge to it in the floor debate, 
that we wanted the Federal not to use this melding power to create 
additional reserves, and that we wanted additional reserves created 
in such a way as to give a break to the taxpayer. I put it to you, Mr. 
Governor, that once again the Federal Reserve has, in effect, violated 
the intention of Congress in not doing the melding in the way Congress 
asked you to do it. 

Mr. Szymczak. Congressman Reuss, timing is always difficult. It 
is one thing to pass a lee; and another thing to implement the law, 
especially as to the timing. So since we had this law, the question 
was when to implement it regarding the vault cash and also regard- 
ing central Reserve and Reserve cities. The latter question is most 
important and we are still working on it. It is a tough one to decide 
what will constitute a Reserve city hereafter, because you will have 
only two classes of banks, Reserve city banks and country banks 
unless you do know what will constitute a Reserve city you will have 
no way of making exceptions within those Reserve cities, for which 
the new law provides, to hold lower reserve requirements than the 
Reserve city requirements. So we are still working on it. It is not 
easy. 

Now this is the time of year when seasonal demand for credit 
usually increases. So we figured that we could move on vault cash 
a little more, and that we could bring the level of central Reserve 
city reserve requirements down a bit. The full demand for 
credit, seasonal demand, usually starts in the larger cities; it doesn’t 
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start, generally speaking, in the smaller cities. So we reduced cen- 
tral Reserve city requirements by one-half percentage point, hoping 
that then we could narrow the spread between central Reserve city 
and Reserve city requirements by 1962 or perhaps before. But I am 
glad to get your admonition, Congressman Reuss, on the action taken 
downward rather than upward. 

Mr. Reuss. Well, may I convey to you my heartfelt wish that the 
Federal Reserve will promptly start obeying the will of Congress, 
and specifically, when you do any more melding under that Reserve 
city-central.Reserve city melding requirement, that you will proceed 
in both directions, from the top down and from the bottom up, so 
that they meet somewhere around 1714, so that the taxpayers at long 
last may get some benefit. I would like to have you do it as Congress 
asked, and it is a pleasure to me to have your assurance that you 
will do your level best as one of the members of the Board, to achieve 
that. 

Mr. Patman. Will you yield for an observation on that point, Mr. 
Reuss ¢ 

Mr. Reuss. I yield. 

Mr. Parman. Had it not been for the earnings of the Federal Re- 
serve banks on these Government bonds, we would not have had a 
balanced budget during fiscal 1960. I think the record will show that 
the Federal Reserve banks paid into the Treasury during fiscal 1960, 
$1,079 million, whereas the surplus was only $1,068 million. So 
had it not been for these earnings, we would not have had that bal- 
anced budget, and I think that the Federal Reserve sweetened up 
the payment a little bit by the extra, about $266 million extra, in 
1959, for the purpose of helping to balance the budget; isn’t that 
right Mr. Szymezak ? 

Mr. Szymczak. Well, as you know, we didn’t do it for that purpose. 

Mr. Parman. Of course, you didn’t do it for that purpose, but 
at the same time I believe you said it would help that in that way. 

Mr. Szymczaxk. I don’t know whether we said it or not. Some 
individual might have done so. However, it was not the Board. 

Mr: Parman. Of course, you are not part of the administration. 
You are really a part of it, but the cadenoniinns is that you are 
separate. But you were cooperating rather well. 

Mr. Szymczak. Well, even if it were any other administration we 
would have done the same thing. 

Mr. Parman. I know. I wouldn't think otherwise. 

Mr. Reuss. Governor Szymczak, would you be good enough, when 
you are filing the chronology on the action of the Federal with respect 
to stock margins—this business of what the Treasury did—would you 
do precisely the same thing with respect to (1) the vault cash loosen- 
ing of last December; (2) to the vault cash loosening of early this 
month; and (3) the central Reserve bank step toward marriage of 
Reserve bank requirements early this month. 

Mr. Szymczak. Is your question on the chronology—have we 
consulted the Treasury / 

Mr. Reuss. Exactly; what I said earlier on the subject. 

Mr. Szymozak. I remember. We will do what we can. 
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FURTHER RESPONSE OF GOVERNOR SZYMCZAK TO CERTAIN QUESTIONS OF 
CONGRESSMAN REUSS 


During the hearing on August 25, Congressman Reuss asked that I supply for 
the record “chronologies” which would show “whether the Treasury was con- 
sulted and gave its approval in advance to” each of certain actions of the Board. 
These Board actions were the reduction in margin requirements announced July 
27, 1960, and the actions with respect to reserve requirements announced Novem- 
ber 30, 1959, and August 8, 1960. Copies of the Board’s press releases describing 
these actions are attached. 

Please permit me to state at the outset and for the record what no doubt you 
already know; namely, that the various interested committees of the Congress 
have been advised on numerous occasions both by the Secretary of the Treasury 
and by the Chairman of the Board of the virtually constant cooperative discus- 
sions and conversations between them and their respective staffs with respect to 
monetary and debt management problems and other economic matters. Recent 
occasions are the testimony of the Secretary of the Treasury at the July 1959 
hearings on “Employment, Growth, and Price Levels” of the Joint Economic 
Committee, page 1135, and the Secretary’s answer to that committee’s question 
I(B) in part 60 of those hearings. 

As has been often stated, and as I have indicated during these hearings, these 
conversations and discussions are completely informal so as to promote the free 
interchange of information and views that might be useful to the Board or to 
the Treasury in arriving at judgments. However, advance approval by either 
party of a proposed action by the other is not sought, and the final decision is 
always made by the agency which has the legal responsibility for the decision. 
Furthermore, and this by way of clarification, there are no minutes or record of 
these exchanges and discussions. Consequently, it is not possible to develop 
precise chronologies such as you requested. 

It is my understanding that there were advance conversations between Board 
and Treasury representatives during which possible actions, such as those in 
question, that would be appropriate to the economic and credit situation were 
discussed. However, I was not present and I am not aware of any published or 
recorded statement by the Treasury as to whether or not they might have had 
any doubts or reservations concerning these particular Board actions. Accord- 
ingly, I do not feel that it would be possible or even advisable for me to attempt 
to indicate what the Treasury’s mind on the subjects may have been, and, there- 
fore, the inquiry might properly be directed to the Treasury. The best that I 
can report is that so far as I can learn no objection was voiced. 

To summarize, I understand that the informal procedure was followed in the 
instances referred to by Congressman Reuss. However, since I was not there or 
a participant in the discussions, I believe it will be evident that I cannot now 
quote others, and much less the Treasury. 


[Statement for the press—For release July 27, 1960] 


BoaRD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 


The Board of Governors of the Federal Reserve System today amended 
regulations T and U, relating respectively to margin requirements of brokers 
and banks, by reducing margin requirements from 90 to 70 percent, effective 
July 28, 1960. The reduced requirements apply to both purchases and short 
sales. No other change was made in the regulations. 


[Statement for the press—For release Nov. 30, 1959] 


BoarD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 


NOVEMBER 30, 1959. 
The Board of Governors of the Federal Reserve System today amended its 
regulation D so that member banks having large holdings of vault cash in 
relation to their deposits will be permitted to count a part of this cash in meet- 
ing their reserve requirements. 
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Effective December 1, 1959, so-called country banks (that is, banks not 
classified as Reserve city or central Reserve city banks) having vault cash in 
excess of 4 percent of their net demand deposits will be permitted to count the 
excess as part of their required reserves. Also, effective December 3, banks 
classified as Reserve city and central Reserve city banks will similarly be per- 
mitted to count vault cash in excess of 2 percent of their net demand deposits. 

On the basis of average vault cash holdings for the past 12 months, it appears 
that almost half of the 6,250 member banks will be in a position to count a part 
of their vault cash in meeting their required reserves. As a result, total member 
bank reserve balances at the Federal Reserve banks may be lower than would 
otherwise be required by as much as $230 million, of which $160 million would 
be at country banks and $70 million at Reserve city banks. Total vault cash 
held by member banks has averaged about $2.2 billion. 

This Federal Reserve action was taken under the terms of an act of Congress 
in 1959 designed in part to remedy inequities that have arisen because many 
banks, particularly small country banks, find it necessary for operating purposes 
to hold relatively larger amounts of vault cash than other banks do. No change 
in the System’s general monetary or credit policy is involved. The beginning 
of December is a logical time for this action inasmuch as the Federal Reserve 
System needs to make additional reserves available to the banking system 
each year at this season in order to meet the seasonal requirements of the 
economy. 

At the same time, the Board adopted several amendments to technical pro- 
visions of regulation D, including an amendment (effective December 31, 1959) 
whereby the reserve computation period for country banks will be biweekly 
instead of sen.imonthly. 


[Statement for the press—For release Aug. 8, 1960] 


BoarRD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 


Aveust 8, 1960. 


The Board of Governors of the Federal Reserve System today amended its 
regulation D, relating to bank reserves and reserve requirements, in three re- 
spects. The amendments will become effective August 25 and September 1, 
1960. 

The changes, made in further implementation of a 1959 act of Congress 
relating to vault cash and reserve requirements, will make available about 
$600 million of additional reserves for expanding bank credit as the economy 
enters the season of rising credit needs. The changes are as follows: 

1. Effective August 25, 1960, member banks outside of central Reserve and 
Reserve cities (‘country banks”) will be permitted to count, in meeting their 
reserve requirements, any vault cash that they hold in excess of 2% percent 
of their net demand deposits. At present they can only count any vault cash 
that they hold in excess of 4 percent of net demand deposits. 

2. Effective September 1, 1960, Reserve city and central Reserve city banks 
similarly will be permitted to count vault cash in excess of 1 percent of their 
net demand deposits, instead of the present 2 percent. 

3. Effective September 1, 1960, the reserve requirement of central Reserve 
city banks against their net demand deposits, now 18 percent, will be reduced 
to 17% percent. This change is a first step toward compliance with a provision 
of the 1959 act that the differential between the requirements of central Reserve 
city and Reserve city banks be eliminated by July 28, 1962. Since the require- 
ment for banks in reserve cities is now 1614 percent, the present action reduces 
the differential from 1% percentage points to 1 point. 

As a result of the first two changes, it is estimated that about four-fifths of 
the 6,200 member banks will be in a position to count a part of their vault 
cash in meeting their required reserves. 

The amount of reserves made available by today’s actions on vault cash 
will be around $480 million, of which somewhat more than half would be at 
country banks and almost all of the remainder at Reserve city banks. The 
reduction in the requirement of central Reserve city banks arising from the 
third change will release about $125 million of reserves. 
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Mr. Parman. Mr. Johnson ? 

Mr. Jounson. Governor, may I first verify for the record that the 
Board of Governors is in favor of using its powers so as to achieve ade- 
quate expansion of the economy without inflation ? 

Mr. Szymczak. That is right. 

Mr. Jounson. If this is your stated purpose, and as you have pre- 
viously testified, your primary area of responsibility is the yo apd of 
the money supply, you would grant then that the money supply ques- 
tion is only half of the money market. You have also to consider the 
question of demand. 

Mr. Szymczaxk. That is right. 

Mr. JoHnson. You would also grant that the Federal Reserve has 
its effect on money supply not only through reserve requirement pow- 
ers but also through rediscount rates and through open market 
operations ¢ 

Mr. Szymozax. That is correct. 

Mr. Jounson. This does nothing in and of itself so as to affect de- 
mand. This merely affects availability ? 

Mr. Szymczak. That is right. 

Mr. Jounson. Then if we look at the demand for funds, would y 
agree that the demand for funds is first of all a function of the leve 
economic activity ? 

Mr. Szymcezak. That is right. 

Mr. Jounson. That is, you would agree that the more rapidly the 
economy is acting the greater the demand for money in the money 
market. 

Mr. Szymczak. That is right. 

Mr. Jounson. Would you not also grant, if you were a borrower, 
for example, and I have sat in that chair—perhaps you have from time 
to time—that when you face the question of “should I borrow money,” 
you look not only to the interest rate but also to “how much do I have 
to put down,” 10 percent, 90 percent, zero, or 99 percent and secondly, 
“how long do I have to pay it back?” 

Mr. Szymozak. That is correct. 

Mr. Jounson. Finally, the demand for funds is due to the effec- 
tive demand for funds, which is to say that the banker is looking at 
the character of the borrower. In other words, the mere fact that the 
man would like to borrow money means little, unless he is a qualified 
borrower. You would also agree, would you not, that the attitude 
shown by the Federal Reserve in what we call “policy” is communi- 
cated to the banks, and the banks are more stringent on some days 
than they are on other days, based upon the mood they feel from the 
top. 

Mr. Szymezak. True. 

Mr. Jounson. So that even though you have no legal or statutory 
controls over these judgments, somehow your attitudes have a way of 
filtering down into the banking system. ould you agree? 

Mr. Szymczak. Well, yes and no, on that, Congressman Johnson. 

I doubt that we have ever directly or indirectly indicated to the 
bankers of the country whom they should lend to. Moral suasion is 
sometimes engaged in—but seldom. 
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_ Jounson. I didn’t mean whom, I meant how tightly or how 
oosely. 

Mr. Szymczax. By our action we have indicated that money is 
available and therefore that credit can be made available. Through 
such actions, the bankers have learned that credit conditions are easier. 

Mr. Jonson. For example, the prime rate is falling. But in the 
same newspaper story, reporting this, one of the bankers is quoted 
as saying that there will be fewer prime borrowers. In other words, 
they will take a long look at who qualifies for the prime rate. Which 
means we are going to cut it for some, but who is a prime rate borrower 
neo f suddenly be changed at the same time. You grant that, don’t 
you 

Mr. Szymczax. Well, it is a possibility. 

Mr. Jounson. Wouldn’t you agree that if your powers are to be 
effective in terms of achieveing this basic purpose of adequate ex- 
pansion without inflation, that the impact either of the Federal 
Reserve or the Federal Government as a whole on the demand for 
funds is perhaps even more important, or at least equally important 
with its action on the supply of funds. 

Mr. Szymcozaxk. That is correct. 

Mr. JoHnson. Somebody once said that monetary power is like a 
rope. You can pull with one but you can’t push. It makes a fine noose 
but a very poor prod. 

Mr. Szymczak. I have heard that. The effectiveness of monetary 
policy is very much a matter of timing. If monetary policy becomes 

ess restrictive or easier at the proper time, when the economy is 
still relatively high or not too far down, and confidence is still there, 
it will be more effective then than if you waited too long. 

Mr. JouHnson. I would fully agree. I think that is a very good 
footnote to that comment. Now, it is my understanding that there is 
a regular and orderly consultative process between the Board of 
Governors, at least through the chairman and perhaps other members, 
with the Secretary of the Treasury and the 3 serd.t of the Council 
of Economic Advisors. 

Mr. Szymczax. That is correct. Congressman Reuss was referring 
to this process earlier. 

Mr. Jounson. What is your cooperative relationship with the 
Budget Bureau, if any? Do they sit in these conferences / 

Mr. Szymozaxk. I don’t know whether they sit in on the conferences 
to which you have just referred, but the chairman is constantly in 
touch with the Budget Bureau. 

Mr. Jounson. In other words, you have a regularly administrative 
relationship with the Budget Bureau as well ? 

Mr. Szymczax. That is right. 

Mr. Jounson. You have been with the Board how long? 

Mr. Szymczak. I hate to mention it. Twenty-seven years. 

Mr. Jounson. Are you the senior member of the Board? 

Mr. Szymozak. By far. 

Mr. Jounson. Congratulations. 

Mr. Szymozax. Thank you. 

Mr. JoHnson. You have made a very fine career of it. 

Mr. Mutter. One of the most conscientious. 

Mr. Jounson. This is obvious from his testimony here this morning. 





SU 
Su 


G 
pr 








—_ OD - mw DN 


ers ww 


— 


1s hw) 


RETIREMENT OF FEDERAL RESERVE BANK STOCK 293 


I haven’t known you personally over this period but I appreciate 
your responses this morning and your obvious wealth of information 
and experience. 

Mr. Raviecnaic. Thank you. 

Mr. Jounson. You will reca!l because of your long service that 
some years ago the joint economic committee on which our chairman 
sits, | in a a report suggesting there be a Federal Monetary Coun- 
cil of some sort in which all the Federal agencies involved would meet 
for consultative purposes. Has there been any policy decision on that 
situation ? 

_ Mr. Szymczax. I don’t know whether the Board has ever discussed 
It. 

Mr. JoHNson. It was made some 8 or 10 years ago. 

Mr. Szymeczax. I don’t know whether it has come before the Board 
or not although I am sure it has been discussed informally within the 
Board. The effect of a consultative board has been there for all the 
years I have been on the Board through informal consultation bet ween 
Government agencies. 

Mr. Jonnson. Do you think it would achieve this synchronization 
of watches I spoke about a while back if there were some process by 
which you would regularly meet with other Federal agencies ? 

Mr. Szymezax. I think it would be helpful. 

Mr. JouHnson. You recognize the possibility that merely by in- 
formal advice and consultation, we might secure a more effective total 
pattern of Federal activity in the field of money and credit? 

Mr. SzymczaK. Yes. 

Mr. Parman. Would you yield, Mr. Johnson ? 

Mr. JoHnson. I yield. 

Mr. Patman. I think it is required under the Employment Act. of 
1946, to have more coordination. Heretofore when I have asked a 
member of the Board the source of this power for monetary control, 
most of them answer, in addition to what Mr. Szymezak has answered, 
from the Employment Act of 1946, and with your permission | will 
read the first part—that is, section 2, containing the declaration of 
policy. I think this is very important now. 

The Congress hereby declares that it is the continuing policy and responsibility 
of the Federal Government to use all practicable means consistent with its needs 
and obligations and other essential considerations of national policy, with the 
assistance and cooperation of industry, agriculture, labor, and State and local 
governments, to coordinate and utilize all its plans, functions, and resources for 
the purpose of creating and maintaining in a manner calculated to foster and 
promote free competitive enterprise and the general welfare, conditions under 
which there will be afforded useful employment opportunities, including self- 
employment, for those able, willing and seeking to work, and to promote maxi- 
mum employment, production, and purchasing power. 

Mr. Szymczak. That is right. 

Mr. Jounson. You would agree that this certainly provides the 
suggestion at least. that Congress intended 14 years ago that there be 
such joint activity. While we have never spelled it out legally in a 
piece of machinery, surely it is within the power of the Board of 
Governors, Treasury, or Council of Economic Advisers to set up a 
procedure for better consultation. 

Mr. Szymczak. They have done so, I think. 








294 RETIREMENT OF FEDERAL RESERVE BANK STOCK 


Mr. Jounson. You will recall a year ago, that I and some other 
Members of the Congress, joined a few financial publications in calling 
attention to the fact that notwithstanding the loud complaints about 
the inflationary rise and the general level of prices, that the banking 
structure as a whole was showing an increase in new consumer credit 
at the rate of five or six hundred million dollars a month. In informal 
conversations with members of the administration I found that they 
agreed with me, that consumer credit during an inflationary period is 
an inflationary force. 

Mr. Szymczak. That is right. 

Mr. Jonnson. Thus it would have been an anti-inflationary device to 
discourage expansion of consumer credit. 

Mr. Szymczak. May I interrupt ? 

Mr. Jonnson. I am happy to have you interrupt. 

Mr. Szymczak. That is one of its weaknesses. It pushes the econ- 
omy up when everything else is pushing it up, too fast. On the other 
hand, when the economy starts going down, it holds it back longer 
because these borrowers have to pay off before they go back into the 
market to buy. 

Mr. Jounson. Isn’t there some evidence that that is now taking 
place ? 

Mr. Szymczax. I don't know the figures. 

Mr. Jounson. We would be happy to have you submit any testimony 
you might care to submit on that point. I noticed in one of your 
publications a few months ago that whereas some years ago the cost of 
consumer credit as a percent of current income was 9 percent, that now 
it is 13 percent. This is your own data. This struck me as a sharp 
shift. Moreover, if we are experiencing a mild recession or if we are 
about to—I am not at the moment discussing that issue—would not 
the expansion of consumer credit be one of the fastest ways of 
restoring the economy to good health ? 

Mr. Szymczak. Yes. 

Mr. JoHnson. Now, wouldn't it be helpful if you had the power to 
dampen demand for consumer credit during inflation and then be able 
to relax tight consumer credit during periods of deflation ¢ 

Mr. Szymezak. May I speak to that point, Congressman. One of 
the difficulties with a selective instrument, whether it is regulation W, 
or anything else, is administration. Especially when you have the 
power on a temporary basis. Everybody who can’t sell a watch com- 
plains that we are holding him back because of our requirements on 
down payment or time of repayments. We had that all over the years 
when we had this regulation W. Then, too, you can’t put on a police 
force that will go around to find out who is not following the regula- 
tion. So, therefore, you have to depend upon the competitors to tell 
you who is disobeying the law and the regulation. So it is a very 
tough instrument and by the time you change it—sometimes you make 
it easier, sometimes you make it tighter, whichever way you have to 
go—frequently, the harm, whatever it was, has already been done, so 
you have a tough matter of administration and change in the regula- 
tion. 








a, 





wee fF as fF 


A eed TS 








pve cr ere lw 








—————eE 


RETIREMENT OF FEDERAL RESERVE BANK STOCK 295 


Mr. Jonnson. I have had informal discussions with those like 
yourself who have had this experience and it occurs to me that if 
you were to request powers, first of all you would want them on a con- 
tinuing basis. 

Mr. Szymczak. That is right, a standby. 

Mr. JoHnson. Secondly, won't you agree that if you were to have 
such powers, that perhaps they shouldn't be lodged solely with the 
Federal Reserve but that other agencies of banking and credit of the 
Government should also have to conform their practices ? 

Mr. Szymczax. That might be done. I haven't given that any 
thought. I wouldn’t have an opinion. Why would you, for exam- 
ple, want the Comptroller of the Currency and the FDIC in it? 

Mr. JoHnson. Well, the Federal Reserve—you have all the juris- 
diction the Comptroller has and more? 

Mr. Szymezax. That is right. 

Mr. Jounson. Does not FDIC insure some banks that are not in 
the system ? 

Mr. SzyMczak. Yes, sir; but under this kind of a regulation we can 
and do get reports from the FDIC. 

Mr. JoHNson. What about industrial banks and other banks of that 
sort? Would you want to have other credit agencies, like credit 
unions, brought into this? 

Mr. Szymczak. As I recall, industrial loan companies as well as 
other nonbank lenders were subject to regulation W. I know of no 
difficulty in coverage of such a regulation. 

Mr. Jounson. Would you not agree, however, with me, that the pur- 
ose of these regulations is not to put some man in jail who made a 
oan outside of the limit, but merely to keep the total volume of credit 

within reasonable bounds / 

Mr. Szymczak. That depends. A Government agency must be in- 
terested in the equity of the thing, that is whether or not it increases 
or decreases sales, and whose sales. The main thing, however, is ad- 
mittedly the amount of credit. 

Mr. Jounson. That is what I am driving at. Too much attention 
has been paid to policing. 

It. isn’t that Congress is opposed to somebody buying a watch or 
a house. Congress wants the total volume of credit within reasona- 
ble control. So long as the aggregate purpose is served I would think 
that one should not be too concerned about pursuing each contract. 
The same question comes into the field of housing, except here it seems 
to be more urgent. We have lengthened amortization periods, and in 
effect have slowed down repayment. The longer we take to pay off 
the loan, the slower the rate of savings, and less money available for 
loans. It seems to me that it would be to the interest of the economy 
for us to encourage a more rapid rate of saving by having people pay 
off their mortgages more quickly and this would be done for example, 
more readily at lower rates of interest with shorter amortization pe- 
riods. Consequently the housing terms of credit might also be a mat- 
ter of concern to the monetary system. And if you were to cooperate 
with the housing agencies, it would seem to me that this too could 
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serve a fruitful purpose of achieving the goal that you say vou want to 
achieve, adequate expansion without inflation. 

Finally, Congressman Barr asked an excellent question as to gold 
policy; you feel that your bank, like every other central bank, has its 
first obligation to the health of the country. And the international 
relationships are secondary. 

Mr. Szymczak. Except for one thing. Some economies are based 
upon international trade. In other words, they are foreign trade 
areas. That is what makes their economies. 

Mr. Jounson. Ours is different. 

Mr. Szymezaxk. Ours is different. Belgium, for example, or Eng- 
land, even France, to a point, well they have to be concerned about the 
international balance of payments and therefore foreign exchange 
and so forth. That is what makes their economy. In our case it is 
and has been different. Our domestic economy is the vital thing. 
However, now, because of the outgo of gold, we also have to take 
into account the international situation. 

Mr. Jounson. Have you discussed with the State Department and 
other appropriate officials concerned with the international field, the 
possibility that foreign governments might reduce their barriers to 
the sale of U.S. goods abroad? In other words, we would rather 
send goods than gold overseas. To the extent that the reciprocal 
trade agreements act is truly reciprocal, we have lowered our barriers 
when dollars were scarce. Now dollars are abundant overseas, there- 
fore, the pressure should be from us to foreign countries to lower their 
barriers so that we can send goods rather than gold. Do you agree? 

Mr. Szymezak. Oh, yes. We have been doing that constantly 
through the National Advisory Council. 

Mr. JoHnson. This is in process now / 

Mr. Szymezaxk. Oh, yes. 

Mr. Jonnson. I am pleased to have that testimony, because I think 
the American people would be happy to know that that is the case. 

Then I think you have partially answered my question. I say if 
there is anything you care to recommend to this committee about addi- 
tional powers you feel you should have, so that you might more effec- 
tively achieve these purposes, certainly this committee would want to 
consider them. And I might say I think that the bills before us are 
destined at least in part to raise the question, shouldn’t the Federal 
Reserve be more visibly an operating agency of the Federal Govern- 
ment, helping to coordinate policies not just in the interest of the banks 
but in the interest of the National Government and national economy ! 

Mr. Szymczak. As a matter of fact, the banks are only used as a 
medium through which monetary policy is effected in the public in- 
terest. Being that medium means that the banks have to hold X 
amount of their deposits that they can’t lend or invest. They don’t 
like that. 

Mr. Jonnson. Thank you for your testimony. 

Mr. Parman. Just one observation. Why should they object that 
much when they can lend $9 for every $1 they have? 

Mr. Szymczax. The banks? 
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Mr. Parman. In other words, you say they object to keeping that 
$1, when they are lending $9 without cost to themselves? 

Mr. Szymczax. In other words, what you are speaking of is the 
fractional reserve requirement ? 

Mr. Parman. That is right. 

Mr. Szymczak. In other words, when we buy Government securities 
X amount goes into a bank and through our fractional reserve require- 
ment that multiplies about six times. But they don’t get that for 
nothing. It is somebody’s money. 

Mr. Parman. Mr. Multer? 

Mr. Mutrer. Theoretically, that is so. Bankers may lend $7 for 
every dollar of reserve, but I have been looking carefully over the 
statements of banks, big and small, and I have yet to see a single 
bank that is a member of the Federal Reserve System or the FDIC 
that lends that many times. 

Mr. Szymczak. It doesn’t. Actually a bank doesn’t create in that 
sense. It lends somebody’s money. In other words, it is capital or 
deposits or both, that they lend. Now, the creation of deposits; this 
is a matter not of the individual bank, but of the banking system as a 
whole. Actually, only the Federal Reserve has the power to create 
or extinguish money. 

Mr. Mucrer. As a matter of fact, if an individual bank gets out of 
line and begins to overlend the banking authorities step in and say, 
“Now, you better increase your capital K 

Mr. Szymczak. That is correct. 

Mr. Mutrer. Now, there are just two things I would like to have 
you comment on. Our committee has been told time and time again 
that the Federal Reserve Board doesn’t fix the market rate but fol- 
lows the market rate. At least currently the discount rate was 
changed first, and then the market rates followed the discount rate, 
isn’t that. so? 

Mr. Szymczak. Well, that is not quite right. You are thinking of 
the prime rate. 

Mr. Mutter. Yes. 

Mr. SzymczAk. Whereas when we speak of the discount rate chang- 
ing we think of it in relation to short-term Government security rate; 
we want to have these two as close together as possible so that if the 
banks want to obtain reserves they can either sell bills or they can bor- 
row at the Federal. So it is the short-term rate and the discount rate 
that have a relationship, not the prime rate. 

Mr. Mcutrer. The other point is this: For a long time, particularly 
in this Congress, the Democrats have been accused of being the big 
spenders, and the very people who have been making the accusation 
at the time were urging that we increase or eliminate the maximum 
interest rate the Government could pay. We were also told that if 
we didn’t increase or eliminate that maximum rate the Government 
rate would go higher, or Treasury would have to resort to all sorts of 
stratagems to sell short-term securities at very high rates. I think 
you will agree they have been proved wrong and actually now our 
Government security interest rates have come down. 
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Mr. Szymcozaxk. Yes, but to a large extent that happened because 
we were adding to the reserve position of the banking system, as you 
know, since the early part of 1960. 

Mr. Mutter. In other words, there was a method of reducing the 
interest rate and that method is being used and we don’t have to pay 
the higher interest rates. 

Mr. Szymczax. Yes, we related our attention to what we thought 
was the interest of the economy. We supplied reserves. The effect 
of that was to reduce the rates. 

Mr. Murer. But the result today is that the U.S. Government is 
paying a lower rate of interest on its securities than a year ago and 2 
years ago. 

Mr. Szymczax. Correct. 

Mr. Mutter. Thank you. 

Mr. Parman. Mr. Szymezak, rather than suggest you come back 
this afternoon, I wonder if we might submit to you in writing any 
further questions we might like to ask / 

Mr. Szymczaxk. I will be glad to receive them. 

Mr. Parman. Without objection, anything submitted by you to the 
committee will be privileged, and also any member of the committee 
may insert in the record anything he desires which is germane and 
material to these hearings. 

I am not sure that we will have any further hearings on these bills. 
We have had the presidents of three Federal Reserve banks—New 
York, Mr. Mays; Chicago, Mr. Allen; and San Francisco, Mr. Man- 
gles—and then Mr. Martin, Chairman of the Federal Reserve Board. 
I doubt if we can have any more hearings this session, as the indica- 
tions are that we will probably adjourn sometime next. week, and 
evidently we will not come back until January 3. 

We have had the first volume of the hearings printed. Your testi- 
mony, Mr. Szymezak, and the insertions, I assume, will constitute 
the second volume. Do you gentlemen have any comments to make 
before we adjourn subject to the call of the Chair? 

Mr. Jounson. I think that these hearings, while they will not result 
in legislation this year because of the timetable, have given an oppor- 
tunity to the members of this committee and others interested to ex- 

° ® . x ; 
plore with the members of the Federal Reserve a number of questions 
on the immediate bill and on related issues. I want to express my 
own appreciation to the members of the Federal Reserve System for 
their responsiveness in the questioning we have had, and I trust that all 
of them as well as all of us will benefit from this exchange of views. I 
hope that others in the academic community who frequently have a 
view on these matters will also benefit from this public airing of 
things, some of which have been discussed privately by many of us 
in the past, because it is time that this whole issue was moved, out of 
the shadow zone that only we who are on the inside can understand 
it, out in the light. Policy decisions ultimately depend upon the ap- 
proval of the public generally. Anything we can do to improve the 
level of public understanding in this area will improve the capacity 
of all of us to provide the kind of economy that we want, which is one 
that will encourage adequate growth without inflation. I think we 
are agreed that this is our policy. 
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Mr. Parman. I would agree. 

Before these hearings commenced you would hear many bankers 
say that the member banks own the Federal Reserve System. You 
would hear many people say that. You would read it in the news- 
papers. 

In fact, if you visited one of the Federal Reserve banks, the person 
who showed you through would invariably state that this bank is not 
owned by the Government of the United States and receives no appro- 
priations from the Government; it is owned by the member banks, and 
meets its expenses out of its earnings. These hearings have proven 
beyond any doubt that the member banks do not own the Federal 
Reserve System at all. The private banks have no proprietary inter- 
est of any kind in the System. So we have clarified that issue. I 
hope that Mr. Martin and the other members of the Board, including 
yourself, Mr. Szymezak, will take advantage of every opportunity to 
correct the erroneous impression that has been held concerning the 
ownership of the Federal Reserve banks, and to stop these banks from 
leading people to believe that the Federal Reserve banks are owned by 
the member banks. Are you in accord with that ? 

Mr. Szymczaxk. 100 percent. 

Mr. Parman. I commend you on a splendid statement and your an- 
swers have been most helpful; we appreciate them very much. With- 
out objection the committee will stand in recess. 

(Whereupon, at 11:55 a.m., the committee was recessed. ) 
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MONETARY CONTROL UNDER THE FEDERAL 
RESERVE ACT 


HE word money is used here to include whatever metals, 
government obligations and bank obligations are com- 
monly used as means of payment in transactions or are 

held in readiness for such use. The term monetary control is 
used to designate the set of devices designed to provide the 
nation with a suitable quantity of money. 

The purposes of this article are (1) to outline the theories 
of monetary control underlying the Federal Reserve Act and the 
operations of the monetary system in the United States since 
the establishment of the Federal Reserve System; and (2) to 
examine those theories from the point of view of a mechanism 
for providing the nation at all times with a suitable quantity 
of money. 


Basic Theories of Monetary Control 


In discussions of monetary problems during the past century 
two general theories of monetary control are apparent. These 
are designated here as the convertibility theory of monetary 
control and the responsibility theory of monetary control. 

The convertibility theory was much more prominent prior to 
the great depression of the early 1930’s than it has been in re- 
cent years. This theory may be described as including the 
beliefs (a) that a set of conditions can be established under 
which changes in the quantity of money reflect the decisions 
of individuals and enterprises regarding the amount of cash 
balances which they wish to hold; and (b) that this set of con- 
ditions is achieved when all forms of money are readily con- 
vertible into all other forms, and all forms of money are 
ultimately convertible or redeemable in some metal or other 
commodity for which there is a widespread desire and use. Ac- 
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cording to this theory the quantity of money will be adequately 
controlled by the actions of individuals and business enterprises, 
and action by a government agency designed to influence the 
quantity of money is unnecessary; the duties of the monetary 
authority, whether exercised by a central bank or by a depart- 
ment of the federal government, are to assure at all times con- 
vertibility of one kind of money into another kind, and in par- 
ticular to assure the convertibility of all kinds of money, 
directly or indirectly, into gold or whatever commodity is 
chosen as standard money. 

The responsibility theory, in contrast, assumes that some 
authority—presumably some agency of the federal government, 
since the duty of regulating the value of money is placed by the 
Constitution of the United States in the federal government-— 
should (a) judge the amount of change which appears to be 
desirable in the quantity of money for the purpose of preventing 
inflation on the one hand and deflation on the other, and (b) 
hold and exercise adequate power to control the quantity of 
money in order that significant degrees of price inflation or of 
price deflation will not occur.’ 


1The contrast between the two theories of monetary control should not be 
confused with the long controversy between qualitative and quantitative theories 
of the value of money. The convertibility theory of monetary control, however, 
has been supported in the past by adherents of both the qualitative and quantitative 
theories of the value of money, while the responsibility theory of monetary control 
has been supported almost entirely by avowed adherents of the quantity theory 
of the value of money. 

It is also desirable to point out here that the difference between the qualitative 
and quantitative theories of the value of money is not accurately described by these 


terms, for the reason that the qualitative or “ banking” type of monetary theory, 
in its many forms, is a notable variant of the quantity theory, if the phrase quantity 
theory is used in a general rather than in a narrow particular sense. There is no 
theory of monetary control, or of the value of money, which is not, in a general 
sense, 2 quantity theory. It is universally acknowledged that too much money, 
in the sense of a large expansion in the volume of metal, government obligations 
or bank obligations used as means of payment, will produce price inflation, and 
that a great contraction in such volume will result in price deflation and hesitating 
business. The qualitative theory of the value of money assumes that issue of 
money on the basis of certain types of assets, under specified conditions, will 
automatically result in a suitable quantity of money. See also Lloyd W. Mints’s 
discussion of the real-bills doctrine in A History of Banking Theory (Chicago, 
1945), particularly chs. i-iii. * 








RETIREMENT OF FEDERAL RESERVE BANK STOCK 305 


Theory of Monetary Control Underlying the 
Federal Reserve Act 


Establishment of the Federal Reserve System followed sev- 
eral decades of discussion of the problem of preventing inflation 
on the one hand and deflation on the other. In this discussion 
the convertibility theory of monetary control was almost uni- 
versally accepted, and was supported by persons holding diver- 
gent theories regarding the relation of money, and of the various 
forms of money, to prices.2 The Federal Reserve Act was 
drawn in terms of the convertibility theory. The Act con- 
tained no provision giving the Federal Reserve Board or the 
Federal Reserve banks, either specifically or by reasonably clear 
inference, responsibility for monetary control in the sense of 
making it the duty of any officials in the system to estimate the 
most suitable quantity of money for the use of the nation and 
to maintain the quantity of money in accord with that estimate 
of need. 

The monetary problem to which the agitation for a “‘ sound 
currency ” was directed was the establishment of a set of con- 
ditions under which the total quantity of money (circulating 
media), and the division of this quantity between bank deposits 
and pocket currency, would fluctuate in accordance with the 
decisions of individuals and business enterprises respecting the 
amount and kind of “cash” which they needed for personal 
and business use. It was believed that this set of conditions 
would be achieved—that is, that both the total quantity of cir- 
culating media and the quantity of pocket currency would be 
neither inadequate nor excessive—provided: 


1. That convertibility of one kind of money into another kind 
is assured—that is, that at any time or place one kind of money 
can be converted into another kind—and, in particular, (a) that 


2 For example, Joseph French Johnson, who contended that prices depend on the 
quantity of money and money substitutes relative to the volume of exchanges and 
the rapidity of circulation, and that an increase in deposit currency or the use of 
bank credit as a medium of exchangé has as much influence on prices as a similar 
increase in gold coin in circulation, Money and Currency (Boston, 1905), chs. vi 
and xv; and J. Laurence Laughlin, the most outspoken critic of the quantity 
theory, Principles of Money (New York, 1903), and Monetary Reform (Chicago, 
1912). 
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bank deposits can always be converted into circulating notes, 
(b) that such circulating notes can always be converted into the 
standard money, gold, and (c) that money in any form in one 
part of the country can be converted into money in another part 
of the country at reasonable cost and speed; ® 

2. That the standard form of money is directly convertible 
or redeemable, and therefore all forms of money are indirectly 
convertible, into some highly prized durable commodity, pref- 
erably gold; 

3. That the assets of banks with deposit liabilities or circu- 
lating notes serving as money are predominantly short-term loans 
based on commodities in the course of production or marketing 
—that is, working-capital loans to business enterprises.* 


The central banking system created by the Federal Reserve 
Act was designed to achieve this set of conditions. The Federal 
Reserve Board and banks, however, were not given full respon- 
sibility either for monetary convertibility or for the limitation 
of bank assets to the approved types, since existing arrangements 
deemed satisfactory were not disturbed. Further, some of the 
provisions of the Federal Reserve Act dealt with the adequacy 
of financial institutions to meet the loan or borrowing needs of 
business—a problem which is separate from, though related to, 
the use of credit instruments as money or circulating media. 

With respect to monetary convertibility, the Treasury re- 
tained responsibility for issue of minor coins and a part of the 
paper used as pocket currency (gold and silver certificates), 
and also ultimate responsibility for redemption of circulating 
notes and coins into gold. Powers given to the Federal Reserve 


3In the discussions preceding the Federal Reserve Act the terms “ circulating 
media”, “media of exchange” or “currency” were generally used with the 
meaning attached to the term “money” in this article, and the term “ money” 
was more narrowly defined. As a consequence, the problem of making arrangements 
for converting one kind of money into another was described as one of converting 
currency or bank credit into money. 


4 Logically, limitation of bank assets to “commercial paper” (or the “ real-bills 
doctrine’) and convertibility into specie are, as is pointed out by Lloyd W. Mints 
(see these items in the index to A History of Banking Theory), alternative 
techniques assumed to provide a suitable limitation on the quantity of money 
(circulating media). The two doctrines, however, were not sharply distinguished 
by the proponents of banking reform in the United States. Both doctrines were 


part of the ideological background of those who formulated the Federal Reserve Act. 
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banks and Board dealt with two aspects of monetary converti- 
bility regarding which serious deficiencies in the existing mech- 
anism had been observed. ‘These were (a) the interconverti- 
bility of bank deposits and circulating notes, and (b) the 
mechanism of making payments at distant places, or of 
converting money in one part of the country into money in 
another part at reasonable cost and without delay. 

To implement the accepted principle that the loans of banks 
with obligations serving as a medium of exchange ought to be 
predominantly short-term loans based on commodities in the 
course of production or marketing, the types of obligations 
which could be rediscounted at the Federal Reserve banks and 
used as the basis of issue of circulating notes were rigidly de- 
fined. These limitations were not extended to the types of 
assets which could be held by banks against deposit liabilities, 
but it was undoubtedly believed that the definition of eligible 
paper would exercise considerable influence on the character of 
the loans and discounts made by banks of deposit. 


Problems of Elasticity 


Much of the agitation for monetary reform preceding estab- 
lishment of the Federal Reserve System was stated in terms of 
the need for an elastic currency. This phrase covered two 
problems of inadequate functioning of the monetary system 
which were believed by acute observers to be responsible for 
financial panics and severe business fluctuations. A few com- 
ments on the nature of these two problems may be helpful in 
understanding the belief of the framers of the Federal Reserve 
Act that the set of conditions described above, and their im- 
plementation by the provisions of the Federal Reserve Act, 
would give the nation a quantity of money (circulating media) 
which would be neither excessive nor inadequate. 

The first of the two problems of elasticity related to pocket 
currency, and arose from the facts (a) that under the National 
Bank Act circulating bank notes could be issued only on the 
basis of United States government obligations; (b) that the 
quantity of outstanding United States government obligations 
was limited in amount, and was contracting with the retirement 
of the debt; and (c) that the quantity of other forms of pocket 
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currency, except minor coins and the fixed amount of United 
States notes, was limited by available monetary metals and the 
use of those metals (as coin or as certificates) as bank reserves. 
This problem of an inelastic pocket currency related in part to 
an inadequate rate of growth, and in part to seasonal and re- 
gional demands for currency in connection with autumn crop 
movements. Insufficient elasticity of pocket currency was also 
believed to be an important causal factor in business depressions 
because a rise in business activity—whether due to seasonal 
forces, normal growth, or special influences—resulted in a need 
for additional currency, and as this need was met the lawful 
money reserves of banks of deposit were withdrawn. The in- 
elasticity of circulating banknotes therefore brought about per- 
verse alterations in the quantity of bank reserves. 

This problem of elasticity of pocket currency was essentially 
one of converting one form of money (bank deposits) into an- 
other form of money (circulating banknotes or another type of 
paper money). Monetary reformers who paid most attention 
to this problem were correct in believing that it would be solved 
by authorizing the issue of circulating banknotes on the basis 
of commercial paper or other business obligations of the same 
sort as those held by banks against deposit liabilities. At the 
same time it was believed that business obligations on which 
pocket currency could safely be based were more limited than 
those which might be acquired by banks as a basis for deposit 
creation, because of the fact that pocket currency tended to 
remain outstanding and to be used throughout the nation, 
while bank deposits were used as means of payment predom- 
inantly in local areas around each bank. The provisions for 
Federal Reserve note issue seemed admirably adapted to the solu- 
tion of the problem of elasticity of pocket currency. 

The second problem of elasticity with which monetary stu- 
dents were concerned, prior to establishment of the Federal 
Reserve System, was one of adjustment of the total quantity of 
money (circulating media), irrespective of its form, to the 
changing needs of business. In part this problem, like that of 
the elasticity of pocket currency, was one of providing for a 
rate of growth sufficient to meet the needs of a rapidly expand- 
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ing economy. In part, however, the problem of elasticity of 
the total quantity of money was a matter of interrelations be- 
tween credit instruments used as means of payment and prevail- 
ing customs regarding the terms of mercantile or book credit. 
Many nineteenth-century students of banking placed great 
emphasis upon the assumption (or fact) that bank credit was 
in essence nothing but a guarantee of business credit. This 
view of the nature of bank credit was accompanied by an as- 
sumption (not always explicitly expressed) that mercantile 
credit should be guaranteed by a bank (that is, turned into 
bank credit) only for a brief period of time when goods were 
being transferred from one person to another and should then be 
extinguished. This assumption was an outgrowth of a custom 
of extension of mercantile credit for comparatively long periods 
of time with seasonal settlement dates. This custom had been 
much more prevalent in colonial times and in the early part 
of the nineteenth century, when agricultural production was a 
major part of total production, than in the later nineteenth and 
early twentieth century. Looking backward from the vantage 
point of an economy in which seasonality in total production has 
become relatively small, and from which long-term mercantile 
credit has been largely eliminated, it appears evident that the 
monetary reformers whose agitation preceded the Federal Re- 
serve Act emphasized more than was appropriate the need for an 
elastic total quantity of money.° 


5 For illustration of the usage of mercantile credit which generates a need for 
an elastic quantity of money let us take the extreme case of a general policy of 
annual clearance of indebtedness extending throughout the economy. In such a 
situation no person in the economy would have any need for money (bank deposits 
or currency) except at one period of the year. Let us suppose the existence, there- 
fore, of an annual clearance week, with the following process: on one day bank 
loans are made by employers and dealers and the money supply is created; on the 
next day, payments for hired labor, purchase of farm products, and distribution 
of business profits are made; on the third, individuals pay their debts to retailers; 
on the fourth, retailers settle with jobbers and other intermediate dealers; on the 
fifth, all intermediate dealers pay their debts to business concerns; and on the sixth, 
all business concerns are ready and do repay their bank loans. Under this set of 
circumstances the needed quantity of money in the nation would be zero for 
51 weeks of the year and equal to the entire value of the national product for the 
remaining week. An astoundingly large elasticity of the quantity of money would 


be required. 
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This second problem of elasticity with which monetary re- 
formers of the late nineteenth and early twentieth century were 
concerned was also believed to have considerable bearing upon 
the occurrence of financial panics and business fluctuations. If 
specie reserves are comparatively stable in amount, and the need 
for money is elastic or fluctuating because of its interrelations 
with mercantile credit, the banks will periodically hold large 
amounts of unused reserves, or will be sharply deficient in re- 
serves at times of peak demand for circulating media. Banks, 
however, are profit-making institutions and therefore attempt 
to maintain their loans and investments at the largest amount 
feasible in the light of the legal requirements imposed upon 
them. In the periods of lull between commercial loan oppor- 
tunities they will be ready to make other types of loans or in- 
vestments, provided the loans can be terminated, or the securi- 
ties sold, on short notice. This situation was the origin of the 
argument that the banks sent their funds to New York for call 
loans, thus stimulating the speculative market, but were later 
forced to withdraw those loans with a resulting collapse in stock 
values, or were unable to meet the needs of their commercial 
customers when the next peak in the need for circulating 
medium was reached. 

The disturbances to bank reserves and to bank loans and in- 
vestments resulting from both elasticity problems were in part 
seasonal, but they tended also to be cyclical because of the ex- 
tensive use of bank credit for industrial development and the 
gestation time of industrial or trade expansion. In practice the 
cyclical fluctuations did not turn out to be strictly periodic, 
because of variations in the gestation time of expanding indus- 
tries and variations in gold production, international gold move- 
ments, and other extraneous factors affecting bank reserves and 


The opposite extreme would occur with universal cash sales, no trade credit, and 
an even distribution of sales throughout the year. Under such a situation the 
circulating medium is necessarily kept intact between each use, remaining as cash 
balances in the hands of the individuals, business enterprises, and social organi- 
zations of the economy. Even though trade credit is extensively used, but is 
granted only for short periods (such as 30 or 60 days), and there is comparatively 
little seasonality in total production or sales, the nation will need a relatively 
inelastic quantity of money. 
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the amount of bank credit outstanding. It was believed, how- 
ever, that both of the elasticity problems would be solved by 
establishment of a central reserve and issue bank, with powers 
to issue circulating notes on the basis of assets representing com- 
mercial obligations, to use its own credit when gold reserves ap- 
peared inadequate and to keep gold reserves unused when they 
were superabundant, and to shift reserves and therefore bank 
credit from one section of the country or one segment of the 
economy to another. 


Loan Control versus Monetary Control 


The various types of governmental action included in the 
general term “ credit control” may be divided into two major 
groups which are appropriately termed “ monetary control ” 
and “loan control”. Monetary control relates to the use of 
credit instruments as a medium of exchange, and the various 
facets of monetary control pertain almost exclusively to action 
respecting banks of deposit or the central banking system. 
Loan control pertains to the adequacy with which financial in- 
stitutions meet the loan needs of various segments of the 
economy. Strictly defined, monetary control relates to the 
creation of money, loan control to the borrowing of money 
already in existence. They become confused only when money 
is created as it is loaned, or extinguished when a loan is repaid. 

Governmental action with respect to loan control is largely 
but not entirely separated from action regarding operations of 
banks of deposit. Some phases of loan control have a very long 
history. These include usury laws placing a maximum on the 
rate of interest which may be charged on borrowed money, 
legislation regarding alienation of property for debt, and estab- 
lishment of coOperative or governmental loan institutions de- 
signed to replace the loan business of high-rate private lenders. 
Loan control may be concerned (a) with the ability of loan 
institutions—regardless of whether the obligations of those 
institutions are used as money—to meet adequately and at 
reasonable cost certain types of loan needs, (b) with avoidance 
of accumulation of excessive indebtedness by some persons or 
groups of the population to other persons or groups, or (c) 
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with direction of the nation’s savings or loanable funds into 
economic activities deemed more important or desirable than 
other activities. 

The foregoing aspects of loan control should be distinguished 
from restrictions on the types of loans and investments which 
may be acquired by banks or other money-issuing institutions. 
Loan control is designed to influence the terms, amount or pur- 
pose of contracts of indebtedness which are made in the 
economy; monetary control is concerned with a selection of 
contracts of indebtedness or other materials for use as assets in 
storage on which the nation’s money supply is based. The 
difference between loan control, on the one hand, and control 
over the types and volume of bank assets as a phase of monetary 
control, on the other, is doubtless more apparent today than at 
the time of agitation for monetary reform in the late nineteenth 
and early twentieth century.®° The ideas then prevalent regard- 
ing the need for an elastic money supply, and the relation of 
that assumed need to the character of mercantile credit, made it 
more difficult to distinguish between provision of adequate loan 
facilities to business men, on the one hand, and provision of an 
adequate circulating medium, on the other. 

A review of the various provisions of the Federal Reserve Act 
relating to bank loans, and consideration of their purpose, in- 
dicate that some of them were adjuncts to the monetary respon- 
sibilities of the system but that other provisions must have been 
designed primarily to provide better loan accommodations to 


6 That a considerable degree of confusion on this matter still exists is indicated 
by the current controversy over consumer credit regulation. The statement of 
the Board of Governors of the Federal Reserve System regarding the importance of 
Regulation W (Annual Report for 1945, p. 24) is as follows: 


“For a considerable time to come, however, expanding production of con- 
sumers’ goods is likely to be short of demand arising from growing current 
incomes and from accumulated buying power. Under these circumstances 
any expansion of consumer credit will tend to aggravate a generally in- 
flationary situation and, therefore, should be kept within moderate: bounds. 
It is during the period while this danger remains acute that consumer credit 
regulation, like other anti-inflationary measures, is most essential.” 


This statement seems to imply that the Board views Regulation W as a general 
anti-inflation device. It is doubtful, however, that Regulation W has had any 
effect on the total supply of money and equally doubtful that it has had an 
appreciable effect on the circular velocity or rate of use of money. 
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business. Eligibility requirements for discounted paper held as 
assets underlying Federal Reserve notes, and the shifting of 
ownership and physical possession of gold reserves from indi- 
vidual banks to pools where they could more readily be made 
available to any bank which had an unusual demand for cash, 
were principally designed for use in the maintenance of con- 
vertibility. The powers of Federal Reserve banks to purchase 
certain types of loan contracts from or to make loans to member 
banks, and the powers to purchase and sell gold and to engage 
in other money market operations, were in part also elements in 
the machinery for assuring monetary convertibility. 

Provisions of the Federal Reserve Act which appear to have 
been designed primarily to influence the cost of borrowing 
money and to assure a supply of loanable funds for specific 
purposes include changes in the loan powers of national banks 
and various provisions regarding loans made by member banks 
and by Federal Reserve banks. National banks were authorized 
to make loans secured by farm land, which had formerly been 
prohibited; member banks were authorized to accept drafts or 
bills of exchange arising from foreign trade; special provisions 
were made regarding the discounting of bank loans for agricul- 
tural or livestock purposes; and the Federal Reserve banks were 
authorized to buy or sell certain types of obligations of state 
and local governments, and bonds and notes of the United 
States, under rules prescribed by the Federal Reserve Board. 

The basic criterion set forth in the Federal Reserve Act as a 
policy guide for Federal Reserve action was stated in terms 
which cannot be definitely interpreted. Rediscount rates, 
which were viewed as the chief instrument of action of Federal 
Reserve banks, were to “ be fixed with a view of accommodating 
commerce and business.” It is not clear whether the accom- 
modation of commerce and business means assuring them of 
facilities for borrowing money when in need thereof, or assuring 
them of an ample circulating medium. The language suggests 
the former much more than the latter, since a change in the 
discount rate would be expected to have a direct effect upon the 
cost of loans incurred by business enterprises. In the original 
Federal Reserve Act no criterion was established for open- 
market operations. When such criteria were adopted in 1933 
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they were also described in the same ambiguous language. 
“ The time, character and volume of all purchases and sales of 
paper . . . eligible for open-market operations shall be gov- 
erned with a view to accommodating commerce and business 
and with regard to their bearing upon the general credit situa- 
tion of the country. ” 


Critique of the Monetary Theory Underlying the Federal 
Reserve Act and Operations of the Federal Reserve System 


Since the creation of the Federal Reserve System we have had 
violent fluctuations in the quantity of money and in prices. 
Excluding periods of war these fluctuations have been more 
violent than at any other time in the nation’s history, and the 
war-time fluctuations have been nearly as great.’ We have had 
a business depression and banking crisis of an extent and depth 
far exceeding any which had previously occurred, though the 
most important purpose underlying the framing of the Act was 
to provide the mechanism by which such a crisis would be 
avoided. With respect to this primary purpose, the Federal 
Reserve System has been a failure; and this failure is a result, in 
part, of the inadequacy of the monetary theory underyling the 
Act and, in part, of the failure to carry out in practice the 
-heory which was embodied in the Act. Five aspects of this 
inadequacy of theory and practice are noted here. 


7 Statistical data are inadequate for accurate measurement of fluctuations in the 
quantity of money and in prices throughout the nineteenth century. However, such 
data as the writer has been able to obtain do not reveal any period prior to 1914 in 
which the quantity of money per capita declined by 22 per cent in two years, as it 
did from the second quarter of 1931 to the second quarter of 1933. Monetary 
expansion per capita appears to have been greater from 1941 to 1943 than in any 
other 2-year period since 1834 with the exception of 1862 and 1863. In these 
comparisons time deposits are included, on the grounds (a) that time deposits are 
predominantly bank obligations held in readiness for use as means of payment; 
(b) that banking data covering a long period of time are more comparable when 
time deposits are included than when they are excluded; and (c) that for most of 
the nineteenth century data are not available for segregating time and demand 
deposits. Available price indexes also show more violent price fluctuations since 
1914 than occurred prior to that year, except during the Civil War and the War 
of 1812. If periods of war and the succeeding two years are excluded, price 
fluctuations since the introduction of the Federal Reserve System, measured by the 
average annual change in an index of wholesale prices, have been more extreme 
than during any other period of similar length. 
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1. Too close a linkage of monetary expansion and contrac- 
tion with expansion and contraction of indebtedness. Money 
is usually borrowed for use as a means of payment. In fact, 
excessive monetary expansion usually originates in an attempt 
by borrowers to obtain loans on terms and in amounts unavail- 
able from the flow of loanable funds offered in the existing 
market, and the consequent use of devices which create new 
money and place it in the hands of borrowers. Likewise, in 
practice the reduction of bank loans in the economy results in 
the destruction or cancellation of money (bank deposits). 

Nevertheless, the nation’s need for borrowing facilities is a 
vastly different need from that for means of payment, and 
variations in the intensity of the need or desire to borrow differ 
greatly from those in the need or desire to hold cash balances. 
When individuals, business enterprises or governments decide 
to reduce or to increase their indebtedness, they are not making 
a decision to reduce or to increase the average amount of cash 
balances which they expect to hold in the future; nor is such 
a decision to increase or to reduce indebtedness accompanied by 
a decision on the part of other individuals or enterprises to ex- 
pand or reduce the cash balances which they carry. 

Desirable social policy respecting expansion or contraction of 
indebtedness in the economy is also different from that respect- 
ing expansion or contraction in the quantity of money with 
which business is done and other payments are made. In gen- 
eral, a reduction in the volume of indebtedness is to be looked 
upon with favor rather than disfavor, because it tends to elim- 
inate fixed claims upon incomes of individuals and receipts of 
business enterprises and thereby increases the freedom of indi- 
viduals and enterprises with respect to the use of income. 
When a reduction in indebtedness, however, is translated 
through the banking system into a reduction in the quantity of 
money in the economy, the results are disastrous instead of 
beneficial. 

The emphasis in the Federal Reserve Act upon meeting loan 
needs, the ambiguous criterion for Federal Reserve policy set 
forth in the Act, and the undue emphasis by monetary reform- 
ers upon elasticity of the total quantity of money created a 
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situation under which Federal Reserve authorities failed to rec- 
ognize the foregoing distinction between debt policy and mone- 
tary policy. They fostered far too close a linkage of monetary 
expansion and contraction with changes in the intensity of 
demand for loans. 

2. Inadequate appreciation of the asset transfer problem asso- 
ciated with maintenance of monetary convertibility. Under 
the Federal Reserve Act the assets underyling issues of the two 
chief forms of money—deposits and circulating notes—were 
segregated and‘ held by separate institutions. The principle 
of segregation of assets underlying the two forms of money had 
been in use under the National Bank Act, though circulating 
notes and deposits were obligations of the same banks. The 
defects of this system of segregation had been one of the reasons 
for the establishment of the Federal Reserve System, because 
the limited supply of the particular kind of obligations upon 
which circulating notes were based resulted in a scarcity of such 
notes whenever the public wished to transform deposits into 
circulating notes. 

The new provisions for issue of circulating notes solved one 
of the problems of interconvertibility of such notes and bank 
deposits—that of an adequate volume of assets for the expansion 
of circulating notes when such were desired by the public—but 
created another problem, namely, the transfer of ownership of 
assets from one set of banks to another. This problem was pre- 
sumed to have been met by the provision for rediscount of 
Certain types of assets of commercial banks by Federal Reserve 
banks; but this procedure proved to be inadequate because the 
character of the assets of banks of deposit was misjudged. 

In addition, the Federal Reserve Board appears to have failed 
to grasp the necessary conditions for making this type of inter- 
convertibility of circulating notes and deposits successful with- 
out producing monetary contraction; namely: (a) that when- 
ever the public—whether in the normal course of business or in 
a panic situation—desires to convert bank deposits into circulat- 
ing notes, the Federal Reserve banks should automatically take 
over from the commercial banks an equivalent amount of assets 
without changing the total volume of assets on which the sum 
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of bank deposits plus circulating notes is based, and that this 
should be accomplished without disturbing the reserve position 
of member banks;* and (b) that if difficulties arise in such a 
transfer of assets the emergency powers of the Board to reduce 
or suspend member bank reserve requirements should be 
invoked. 

On at least two occasions in the 1930’s—the latter part of 
1931 and the early part of 1933—unwillingness of Federal 
Reserve banks to take risks with respect to assets which they 
might acquire and lack of use by the Federal Reserve Board of 
its emergency powers resulted in the failure of the Federal Re- 
serve System to supply the commercial banks of the country 
with sufficient cash to meet the demands of bank depositors, and 
the commercial banks were forced to liquidate assets in their 
attempts to maintain monetary convertibility. Use of the 
Board’s emergency powers on March 3, 1933 to suspend the 
reserve requirements of Federal Reserve banks was not an ade- 
quate policy at that time, since it did not meet the member 
bank reserve situation and did not provide assurance of convert- 
ibility of bank deposits into circulating notes. The suspension 
of reserve requirements for the Federal Reserve banks was pre- 
sumably designed to maintain convertibility of Federal Reserve 
notes into gold, but even for this purpose it proved to be a 
meaningless gesture; the majority of the Federal Reserve banks 
closed the next day when the leading Reserve bank became the 
world’s champion gold hoarder instead of meeting a financial 
crisis in the manner prescribed by the law under which it 
operated.° 


8 The principle is, to be sure, implicit in the ordinary operation of the Federal 
Reserve System and in some of the official statements of Federal Reserve policy. 
However, the policies pursued by the Federal Reserve Board during the four years 
preceding the banking crisis of 1933 could hardly have been maintained if the im- 
portance of this principle had been realized; and, so far as the writer has been able 
to discover, no clear statement of the principle has ever been made by Federal 
Reserve authorities. 


® Seven Federal Reserve banks—Boston, New York, Philadelphia, Atlanta, Chicago, 
St. Louis and Minneapolis—were closed on March 4. Those at Richmond, Dallas, 
Cleveland, Kansas City and San Francisco remained open on that day. The explana- 
tion given by the Federal Reserve Board (Annual Report for 1933, p. 10) for 
the closing of Federal Reserve banks was that the banks observed state holidays, 
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If there is any reasonable excuse for the failure of the Federal 
Reserve System to perform in these periods its assigned duty of 
providing for monetary convertibility, it is the confusion which 
had been created with respect to the function of rediscount rates 
and open-market operations. Official explanations of the 
Board’s reserve policy in the 1930’s reveal the dominance, in the 
Board’s thinking, of the problem of meeting apparent loan needs 
of business enterprises rather than the problem of maintaining 
monetary convertibility. So long as interest rates were low, 
the Board said in effect, the Board had no responsibility for pro- 
viding additional reserves to member banks.’° 


and bank holidays had been declared by the state governors. Declaration of the bank 
holiday in New York State, however, is understood to have been due largely to 
an alleged inability of the Federal Reserve Bank of New York to continue to issue 
notes with a gold reserve ratio below 40 per cent (Marcus Nadler and Jules I. 
Bogen, The Banking Crisis [New York, 1933], p. 159), though this disability had 
been removed by the Federal Reserve Board. 


10 The annual reports of the Federal Reserve Board for 1931, 1932 and 1933 
are almost completely devoid of rational explanations of the Board’s policy. The 
report for 1931 pointed out (a) that member bank reserve balances decreased by 
$346 million, the largest in the history of the system; (b) that the rate of decrease 
was accelerated in the last quarter; (c) that liquidation of bank credit and of 
bank deposits was intensified in the last quarter of the year; (d) that Federal 
Reserve credit policy in the first nine months of the year was directed toward 
“easy credit conditions”; and (e) that Federal Reserve discount rates were in- 
creased after the middle of September, in view of the outflow of gold from the 
country and of currency into hoarding (pp. 4 and 6). No indication, however, 
is given in the report of awareness of the facts (a) that the sharp decrease of 
member bank reserve balances in the last quarter was due to inadequate provision 
by the Federal Reserve banks of reserves to meet the public demand for conversion 
of one kind of money (bank deposits) into other kinds (circulating notes and 
gold)—in fact, the Board claimed it had met these demands freely; and (b) 
that this failure of the Federal Reserve System to carry out adequately its re- 
sponsibility for monetary convertibility was the major cause of the contraction 
of bank loans and investments. 

In the Board’s report for 1932 a belated explanation is provided for its policy 
during the latter part of the preceding year, namely, an assertion that, until the 
passage of the Glass-Steagall Act of February 27, 1932, the Federal Reserve banks 
could not engage in open-market operations on a sufficiently large scale because 
their own gold was almost fully absorbed by reserves against member bank deposits 
and by gold used as collateral against Federal Reserve notes in the absence of 
sufficient eligible paper (pp. 16-18). No reference, however, was made to the 
power of the Board to suspend reserve requirements for member banks and for 
Federal Reserve banks—powers that were fully ample to handle the problem of 
monetary convertibility without contraction of bank loans and investments and 


were designed for use in such a situation. 
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3. Lack of clarity and confusion of thought in the use of the 
word “credit”. Development of Federal Reserve monetary 
policy has been greatly hampered by ambiguous use of the word 
“credit ”, particularly in such phrases as “ credit control” and 
“credit policy”. Neither of the phrases “‘ credit control” or 
“credit policy ”, nor any similar phrase, appears in the original 
Federal Reserve Act, but the frequent use of such phrases in 
official publications of the Federal Reserve System is undoubted- 
ly associated with the lack of separation .in the Act of powers 
respecting the cost and availability of loans, on the one 


hand, and the maintenance of monetary convertibility, on the 
other,'? 


The Board’s report for 1933 states (a) that early in that year the System was 
called upon to meet large demands for currency and gold so that by March 
member bank reserves had been drawn down to a low level; (b) that at no time 
was there difficulty in converting a balance with a Reserve bank into currency or 
in increasing that balance through discount of eligible paper and that under the 
emergency legislation of 1932 sound assets not ordinarily eligible for rediscount 
could also be converted into balances with a Reserve bank and consequently into 
currency; (c) that the crisis of 1933 was occasioned by loss of confidence in 
the solvency of banks and by a depreciation in bank assets consequent upon the 
drop in prices of all classes of property caused by the depression; and (d) that 
the crisis was not a currency crisis but a banking crisis (p. 1). No awareness, how- 
ever, is shown of the facts (a) that loss of confidence by bank customers in the 
solvency of their banks would not have produced monetary contraction were it 
not accompanied by failure of the Federal Reserve System to provide monetary 
convertibility; (b) that the great depth of the depression, with its drop in prices 
of all classes of property, was primarily due to the monetary contraction of the 
preceding four years; and (c) that the crisis was therefore in fact a monetary 
crisis with the bank insolvencies largely a consequence of the monetary crisis. 
(For analysis of the relation of monetary contraction to the great depression, see 
the references cited in footnote 15.) 


11 The word “credit ” appears in only five places in the original Federal Reserve 
Act, in four of which it is used in the bookkeeping sense of crediting an account 
or of a credit balance in an account, and in the other it clearly refers to the loans 
or loan commitments of member banks. 

So far as official documents of the Federal Reserve System are concerned, this 
ambiguity in terminology appears to have begun with the report of the special 
Committee on Bank Reserves, published in 1931 and reprinted in the Annual 
Report of the Federal Reserve Board for 1932 (pp. 260-85), and did not become 
of great importance until 1936. The adoption of this ambiguous terminology, how- 
ever, undoubtedly reflected a preéxisting lack of clarity of thought. 

In the annual reports of the Federal Reserve Board throughout the 1920’s the 
word “credit” and the phrases “bank credit” and “credit policy” refer almost 
exclusively to loans. In the 1928 report, for example, the statement is made that 
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In view of the combination of purposes and powers in the 
Federal Reserve Act, it is not surprising that Federal Reserve 
authorities developed a terminology designed to achieve a sim- 
ilar combination of ideas in describing Federal Reserve policy. 
Use of such terminology, however, has resulted in a failure to 


“jimcreased loans and investments... result in the creation of additional deposits ” 
(p. 7), but nowhere do deposits appear to be referred to when the word “ credit” 
or the phrase “credit policy” is used. In the 1929 report, in a summary of 
developments during 1922-1928, the statement is made that “on the liability side 
bank-credit expansion was represented in large part by a growth of time deposits” 
(p. 5), but elsewhere throughout the report “ bank credit” refers to bank loans 
rather than to bank deposits. Likewise, in the annual reports for 1930 and 1931, 
loans and investments of member banks and of the Federal Reserve banks are 
frequently referred to as “credit”, but that word is not used in specific refer- 
ences to bank deposits or to Federal Reserve bank obligations. 

In the first page of the Report of the Committee on Bank Reserves the following 
statement is made, with no acknowledgment of the adoption of different meanings 
for the phrases “bank credit” and “credit policy” than those previously used 
in annual reports of the Federal Reserve Board: 


“The two main functions of legal requirements for member bank reserves 
under our present banking structure are, first, to operate in the direction 
of sound credit conditions by exerting an influence on changes in the volume 
of bank credit, and, secondly, to provide the Federal Reserve banks with 
sufficient resources to enable them to pursue an effective banking and credit 
policy.” (Annual Report of Federal Reserve Board, 1932, p. 261.) 

But when the Committee, in the next sentence, states, “Since the volume of 
member bank credit needed to meet the legitimate needs of trade and industry 
depends on the rate at which credit is being used as well as on its aggregate 
amount...”, it is apparent that the word “credit” in the latter part of the 
sentence refers to bank deposits, as a means of payment, rather than to bank 
loans. Whether “the volume of member bank credit needed to meet the legitimate 
needs of trade and industry ”, in the first part of this sentence, refers to needs of 
trade and industry for loans or for a circulating medium is not apparent. This dual 
usage also occurs in other sections of the Report. 

Beginning with the annual report of the Federal Reserve Board for 1932, the 
section of the report entitled ‘““ Member bank credit” gives as much attention to 
bank deposits as to loans and investments, instead of making only incidental mention 
of deposits, and includes a discussion of “ velocity of bank credit”, thus indicating 
use of the phrase “bank credit” in the dual capacity (pp. 5-8). Until 1936, 
however, this practice did not result in any significant ambiguity in specific 
statements, since for the most part bank loans and investments and bank deposits 
were separately discussed, as such. 

In the annual report for 1936, and in most subsequent reports, terms such as 
“bank credit”, “credit expansion”, and “credit policy” appear with great 
frequency unaccompanied by specific reference either to bank loans and investments 
or to deposits and in a context which does not clarify the meaning of the terms. 
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distinguish between (a) problems of loan control, whether in 
terms of loan costs or the adequacy of facilities for meeting the 
loan needs of business, and (b) problems of monetary control, 
whether exercised through monetary convertibility or by direct 
attention to the provision of a suitable quantity of money in the 
economy. The distinction between these two aspects of credit 
control is of vital importance to monetary policy. Bank loans 
may contract and still meet the needs of industry and business 
because of the desire of individuals and enterprises to reduce 
their indebtedness to banks, even though a growing volume of 
production and trade indicates a need for an expansion in bank 
deposits. Appropriate credit control or credit policy in the 
sense of loan control or loan policy may therefore be entirely 
different from appropriate credit control or credit policy in the 
sense of monetary control or monetary policy. 


4. Confusion between the respective rdles of quantitative and 
qualitative guides to central bank action. ‘The ambiguity of 
the “accommodation ” of commerce and business specified in 
the Federal Reserve Act, and of the “ credit policy ” developed 
by the Federal Reserve Board, was reflected in a confusion of 
the proper roles of quantitative and qualitative guides to Federal 
Reserve action. In its annual report for 1923 the Board stated: 
“ The Board is fully aware of the fact that the problem of credit 
extension involves the question of amount or volume as well as 
the question of kind or character; otherwise stated, involves a 
quantitative as well as a qualitative determination.” 1 The 
Board called attention to its development of statistical data on 
production, trade, employment and prices as evidence of its 
development of objective measures of the nation’s need for 
bank credit. Nevertheless, the Board did not distinguish be- 
tween the nation’s need for bank deposits as the chief part of 
its circulating medium and the needs of business for bank loans. 
It stated: “‘ Administratively, the solution of the economic prob- 
lem of keeping the volume of credit issuing from the Federal 
Reserve banks from becoming either excessive or deficient is 
found in maintaining it in due relation to the volume of credit 
needs, as these needs are derived from the operating require- 


12 Tenth Annual Report of the Federal Rewree Board, 1923, pp. 34 and 35. 
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ments of agriculture, industry, and trade, and the prevention 
of the uses of Federal Reserve credit for purposes not warranted 
by the terms or spirit of the Federal Reserve Act.” ** 

Monetary theorists who have emphasized quantitative criteria 
as guides to central bank action have done so in an effort to 
focus attention on the role of bank credit, in the form of bank 
deposits, as the major part of the nation’s money (circulating 
media). When qualitative controls are emphasized, attention 
is shifted away from the problem of an adequate money supply 
to a quite different problem, namely, the types of loans which 
are being made in the economy and the kinds of activities asso- 
ciated therewith, or, more precisely, the kind of assets held by 
the nation’s banks. The difference between these two aspects 
of banking operations, and of central bank action affecting 
those operations, is analogous to the difference between the prob- 
lem of deciding where the leading highways of the country 
should be located and how much traffic they should be built to 
accommodate, on the one hand, and the nature of the materials 
out of which the roads should be constructed, on the other. 
The great mistake in placing primary emphasis upon the quali- 
tative approach to the problem of monetary policy is essentially 
similar to that which would be made if the Public Roads Ad- 
ministration were to say that it does not matter where roads are 
built or how many of them so long as they are well constructed. 
To ignore the qualitative approach, however, would be similar 
to a planning program by the Public Roads Administration 
based on the principle that the only criterion for federal aid is 
to determine where roads shall be built—that the materials out 
of which they are constructed are unimportant. 

In 1928 and 1929, when the Federal Reserve Board was con- 
fronted with a situation where a clear distinction between the 
aims and techniques of quantitative and qualitative criteria was 
urgent, the confusion was even greater than in 1923. In their 
annual report for 1929, they described the extraordinary meas- 
ures they had taken to reduce the use of bank loans for specu- 
lation, and continued with the statement: “It is not for the 
Federal Reserve Board to estimate the general expediency or the 


13 Tenth Annual Report of the Federal Reserve Board, 1923, pp. 34 and 35. 
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major public consequences of its intervention by ‘ direct pres- 
sure’ in the complex situation existing at the time... .”™* 
The major public consequence of Federal Reserve action in 1928 
and 1929 was a stoppage of normal growth of the nation’s 
money and initiation of the monetary contraction which even- 
tuated in the great depression and the banking crisis of 1933.”° 
The Federal Reserve Board was aware of the fact that its action 
had stopped the growth of bank deposits.’° The refusal of the 
Board to “estimate” the expediency or major public conse- 
quences of its action was therefore a repudiation of responsibil- 
ity for monetary policy. It also represented the discard of 
their previous emphasis on the quantitative aspects of bank 
credit, and an elevation of qualitative considerations into the 
position of sole criterion for central bank action. The Board 
apparently assumed that the quantitative and qualitative ap- 
proaches to governmental monetary and banking policies are 
alternative approaches, with the former subject to abandonment 
in favor of the latter. They missed the essential fact that the 
two approaches are not alternatives—they deal with different 
problems and neither approach can properly be used as a device 
for handling the other problem." 


14 Sixteenth Annual Report of the Federal Reserve Board, 1929, p. 4. 


15 For elucidation of this sequence, see the following articles: “* Monetary Theory, 
Full Production, and the Great Depression”, Econometrica, vol. XIII, No. 2, April 
1945, pp. 114-28; “* The Volume of Money and the Price Level between the World 
Wars”, The Journal of Political Economy, vol. LIII, No. 2, June 1945, pp. 150-63; 
“ Quantity and Frequency of Use of Money in the United States, 1919-45 ”, ibid., 
vol. LIV, No. 4, October 1946; and “ The Misplaced Emphasis in Contemporary 
Business-Fluctuation Theory ”, The Journal of Business of the University of Chicago, 
vol. XIX, No. 4, October 1946—all by the writer of the present article. 


16“ This policy of firm money by the Federal reserve system resulted in a halt 
in the growth of bank credit beginning with the spring of 1928.” Net demand 
plus time deposits of all member banks reached a peak, as indicated by call report 
data, on December 31, 1927. At the seven calls between that date and the stock 
market crash in the last week in October 1929, net demand plus time deposits 
ranged from a little less than 1 to more than 2 per cent below the figure at the 
end of 1927. Currency in circulation during the same period was consistently 
lower than it had been during the four years preceding the end of 1927. Sixteenth 
Annual Report of the Federal Reserve Board, 1929, pp. 6, 84, and 107. 


17 The current emphasis by Federal Reserve authorities on restrictions on con- 
sumer credit, restrictions on security loans, and restrictions on the type and amount 
of United States government obligations held by banks, as means of eliminating 
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5. Subservience of monetary policy to government borrow- 
ing policy. Whenever the federal government wishes to bor- 
row money in large amounts, the Federal Reserve Board ceases 
to be an independent agency. This situation arises from the 
combination of (a) emphasis on the accommodation of borrow- 
ers rather than maintenance of a suitable quantity of money in 
the economy, and (b) a specific provision that, in case of any 
apparent conflict between the powers of the Board and those of 
the Secretary of the Treasury, the Board shall exercise such pow- 
ers under the supervision of the Secretary of the Treasury.’® In 
time of war, when the policy of the government is to expand its 
own debt, the accommodation of commerce and industry is 
naturally translated into the accommodation of the government. 
Also, in the event that the duty of the Secretary of the Treasury 
to borrow sufficient amounts to meet the expenditures of the 
government should appear to conflict with a desire or duty of 
the Federal Reserve Board to limit total borrowing, and hence 
governmental borrowing, from the banking system, final deter- 
mination of Federal Reserve policy automatically passes to the 
Secretary of the Treasury. 

In both of the wars since establishment of the Federal Reserve 
System the Federal Reserve Board has publicly announced its 
abdication of the exercise of monetary responsibility in favor of 
the use of its influence to aid in financing the government on 
the conditions desired by the Treasury or other governmental 
agencies.'® This procedure had been in accordance with law, 


inflationary hazards, and their continued lack of attention to the determination of 
a reasonable rate of growth in the quantity of money and in member bank re- 
serves indicate that their confusion on these matters is as great today as in the 1920’s. 


18 Section 10 of the Federal Reserve Act contains the following paragraph: 
“Nothing in this chapter contained shall be construed as taking away any powers 
heretofore vested by law in the Secretary of the Treasury which relate to the 
supervision, management, and control of the Treasury Department and bureaus 
under such department, and wherever any power vested by this chapter in the 
Board of Governors of the Federal Reserve System or the Federal Reserve agent ap- 
pears to conflict with the powers of the Secretary of the Treasury, such powers shall 
be exercised subject to the supervision and control of the Secretary ” (12 U. S.C. A., 
Par. 246). 


19“ The discount policy of the Board has necessarily been coordinated through- 


out the year with Treasury requirements,and policies, which in turn have been 
governed by demands made upon the Treasury for war purposes... . 
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but has played havoc with the formulation and execution of 
monetary policy. 


Attempts to Modify the Theory of Monetary Control 
Underlying the Federal Reserve Act 


The theory of monetary control underlying the Federal Re- 
serve Act—that monetary responsibility need not be given a 
federal government agency, if monetary convertibility is main- 
tained—was challenged in the middle 1920’s. In 1926, and at 
various times since that date, efforts have been made to place the 
operations of the system on an entirely different theoretical basis 
by instructing the Federal Reserve Board to use its powers to 
stabilize the price level.*” These efforts are obviously based on 


“The rates of interest borne by the Treasury certificates of indebtedness and 
by the Liberty loan bonds have been determined by the Secretary of the Treasury 
within the limits fixed by Congress, and the Board has felt it to be its duty to 
adjust its discount rates in such manner as to assist the distribution of the various 
Treasury issues.” Fifth Annual Report of the Federal Reserve Board, 1918, pp. 4-5. 

“... The role of credit authorities in financing a war without inflation is neces- 
sarily subordinate to that of other Government agencies....In wartime the Federal 
Reserve authorities must provide the banks with adequate reserves to serve as a 
basis for purchasing such Government securities as they are expected to purchase.” 
Twenth-ninth Annual Report of the Board of Governors of the Federal Reserve 
System, 1942, p. 26. 


20“ Stabilization ”, Hearings before the Committee on Banking and Currency, 
House of Representatives, Sixty-ninth Congress, First Session, on H. R. 7895, 1926 
and 1927. The difference between the monetary theory which underlay this price 
stabilization proposal and that which was dominant in the original Federal Reserve 
Act was not clearly stated by its supporters or by its opponents. The Federal 
Reserve Board, for example, opposed the price stabilization proposal on the grounds 
(a) that the price situation and the credit situation are interrelated but only in 
must be made in 


a complex manner, (b) that decisions of “ credit administration ’ 
advance of the dates when effects of the use of credit might show up in prices, 
(c) that no credit system could perform satisfactorily the function of regulating 
credit by reference to prices without failing in the endeavor, and (d) that the 
powers of the Federal Reserve System were inadequate to exercise the degree of 
price control implicit in the proposed legislative instructions. (Testimony of Adolph 
C. Miller, member Federal Reserve Board, ibid., Part 2, pp. 634 ef seq., and Tenth 
Annual Report of the Federal Reserve Board, 1923, pp. 29-39.) These criticisms 
are valid if the word “credit” and the phrase “credit administration” are under- 
stood to refer to the loans made by member banks, Federal Reserve banks, or other 
loan institutions, and the context of the Board’s statement makes it clear that the 
words are so used. The Board’s statement ignores the problem of the relation of 
bank obligations—whether deposits in commercial banks or circulating notes of 
Federal Reserve banks—to the quantity of money (circulating media) and the 
relation of the quantity of money to prices. 
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the belief that the central bank should be given definite respon- 
sibility for the prevention of price inflation on the one hand and 
of price deflation on the other, and on the assumption that the 
powers of the Federal Reserve Board are adequate to achieve this 
purpose. The Federal Reserve Board has repeatedly opposed the 
price-level-stabilization proposal, and no other proposal to give 
Federal Reserve authorities precise or definite responsibility for 
monetary control has been seriously considered by Congress. 


The basic character of monetary law embodied in the original 
Federal Reserve Act has, nevertheless, been decisively modified. 
Gold coinage and its circulation, and redemption of circulating 
notes in gold, were suspended in 1933 under emergency legisla- 
tion and were permanently prohibited by the Gold Reserve Act 
of 1934. These changes, together with numerous modifications 
of the loan powers of Federal Reserve banks and of member 
banks, constitute a complete abandonment, in law, of the con- 
vertibility theory of monetary control. Of the three principles 
on which the convertibility theory of monetary control was 
based—(1) assurance of convertibility of each kind of 
money into another kind, (2) direct convertibility of the stand- 
ard form of money, and therefore indirect convertibility of 
all other forms of money, into some highly prized durable com- 
modity, and (3) the predominance, in the assets of banks with 
obligations serving as money, of loans based on commodities in 
process of production or storage—only the first remains. 


The place in monetary legislation vacated by abandonment of 
the convertibility theory of monetary control has not been 
filled. Feeble gestures in the direction of the responsibility 
theory of monetary control have been made by insertion of ref- 
erences to “injurious credit expansion or contraction”, and 
“maintainance of sound credit conditions”, for these ambig- 
uous phrases can be interpreted to refer to the injuries to the 
country resulting from price changes and the presumed connec- 
tion of price changes with expansion or contraction of bank 
obligations used as money. But in view of the loan powers and 
duties of the Federal Reserve System and the changes which 
have been made in those powers, the word “ credit ” in the am- 
biguous phrases is, with one exception, more reasonably assumed 
to refer to loan control than to monetary control. The excep- 
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tion is a clause relative to the prevention of undue credit expan- 
sion in Title III of the Act of May 12, 1933, which deals in part 
with the exercise of the constitutional power to coin money and 
to regulate the value thereof.” In this Act responsibility for 
action to prevent undue credit expansion is divided between the 
Federal Reserve Board and the Secretary of the Treasury. 

In no legislation has the Board of Governors of the Federal 
Reserve System been given responsibility for monetary control. 
The Federal Reserve System has never been given the duty, 
either directly or by reasonably clear inference, of adjusting the 
quantity of money to the needs of the economy. 


Monetary Theory of the Board of Governors of the 
Federal Reserve System 


In view of the ambiguous character of the criterion for cen- 
tral bank action embodied in the Federal Reserve Act, it is 
natural that Federal Reserve authorities should attempt to 
develop a reasonable and consistent theoretical basis for their 
operations. 

As early as 1923 the Federal Reserve Board implicitly recog- 
nized the inadequacy of the convertibility theory of monetary 
control in its comments on the “anomalous situation ” con- 
fronting the central banking administration when gold move- 
ments are not in accord with gold-standard theory, and in its 
discussion of quantitative and qualitative guides to Federal Re- 
serve credit policy.** As has been mentioned above, however, 
the Board failed to clarify the nature of the monetary problem 
to which quantitative guides are relevant. 

Another Federal Reserve document which implicitly assumed 
the validity of the responsibility theory of monetary control 
was the report in 1931 by the Committee on Bank Reserves and 
the proposed amendment to the Federal Reserve Act which was 
drafted by that Committee. Unfortunately the Committee’s 
statement of the theory underlying its proposals was couched 
in an ambiguous use of the word “ credit ” and of phrases such 
as “credit control” and “credit policy”. Their report was 
not sufficiently clarified to make economists or the general pub- 
lic aware of the difference between the convertibility theory of 


21U. S. C. A. Title 31, ch, 13, Sec. 821. 
22 Tenth Annual Report of the Federal Reserve Board, 1923, pp. 30-31. 
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monetary control which underlay the original Federal Reserve 
Act and the responsibility theory of monetary control which 
was involved in the rejected proposal to require the Federal Re- 
serve Board to adjust its policies to the purpose of price-level 
stabilization . i in the Committee’s own proposal.” 

In the annual reports of the Board of Governors of the Fed- 
eral Reserve System in recent years much more recognition is 
given to the responsibility theory of monetary control. The 
report for 1935 opens with a paragraph referring to the Bank- 
ing Act of 1935, stating that this Act “places responsibility for 
national monetary and credit policies on the Board of Gov- 
ernors and the Federal Open Market Committee ”—notwith- 
standing the fact that the Banking Act of 1935 contains no 
reference to monetary policy, nor mentions any “ monetary 
powers ”’, nor contains any provisions indicating an alteration of 
the monetary theory underlying the original Federal Reserve 
Act. More recent annual reports and official statements of 
policy make frequent use of such terms as “ monetary system ”, 
“ monetary policy ”, “monetary contribution to economic sta- 
bility”, “monetary authorities”, “monetary measures and 
objectives ”, and customarily use the word “‘ monetary ” along 
with the word “ credit ” when speaking about Federal Reserve 
policy. 


23 In a section of the report entitled, “Control of Credit”, the Committee notes 
that overexpansion of bank credit (referring to bank assets), whatever the character 
of bank loans, has the effect of temporarily inflating the general purchasing power 
of the community, and states that the function of reserve requirements is to 
restrain such overexpansion and that for adequate performance of this function 
reserve requirements must reflect both the volume and activity of credit outstanding. 
(Nineteenth Annual Report of the Federal Reserve Board, 1932, pp. 264-65.) It is 
difficult to find any meaning in this passage, unless “‘ volume and activity of credit” 
refer to bank deposits as a part of the circulating medium, or money, of the 
nation. If the passage is thus interpreted it must mean that changes in reserve 
requirements should be made with primary reference to monetary control, and 
presumably other phases of Federal Reserve policy impinging on the amount of 
bank reserves—such as open-market operations and the rediscount rate—should also 
be focused primarily on monetary control. But nowhere in the report of the 
Committee is any further consideration given to the effect which changes in the 
quantity or rate of use of bank deposits may have upon the total money supply 
of the country or the operations of the entire monetary system. Neither is there 
any recognition of the fact that such an approach to reserve policy involves sub- 
ordination of the duty imposed upon the Board of establishing discount rates for 
the accommodation—obviously through loans—of commerce, industry and agriculture. 
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The most detailed discussion of monetary theory and mone- 
tary policy by the Board of Governors of the Federal Reserve 
System is contained in a pamphlet, Monetary Measures and 
Objectives, consisting of three policy statements, two of which 
were transmitted by the Board of Governors to Congressional 
Committees."* The principal conclusions of these statements 
were reaffirmed in the Annual Report of the Board of Governors 
for 1943.75 

Regarding the major problem of monetary theory, namely, 
the value of money or relation of the quantity of money to 
prices, the Board states, ““ The facts show clearly that the vol- 
ume of money does not control the price level ”, and “‘ Usually 
other things have a greater influence on prices than has the 
amount of money.” *®° The Board of Governors supports this 
conclusion by statistical data relating to the quantity of money 
and to prices in 1929 and 1938 compared with 1926. The as- 
sumptions and methodology of this comparison are subject to 
criticism for several reasons: 


1. No allowance is made for the increased need for money in 
1929 and 1938, relative to 1926, resulting from growth in 
population or in the nation’s productive capacity. 

2. No allowance is made for the tendency of the population 
to hold, as time goes by, larger cash balances relative to its 
expenditures—a trend which was manifested during the 1920’s 
when the price level was aproximately stable. 

3. Use of demand deposits adjusted plus currency outside 
banks as the measure of the quantity of money ignores the 
change which took place between 1926 and 1938 in the con- 
ditions attached to the use of time and demand deposits and the 


24 Objectives of Monetary Policy”, statement to Chairman of the Senate 
Committee on Agriculture and Forestry, July 30, 1937, reprinted from Federal 
Reserve Bulletin, September 1937, pp. 827-28; “Proposals to Maintain Prices at 
Fixed Levels Through Monetary Acticn”, statement released to the press March 
13, 1939, reprinted from ibid., April 1939, pp. 255-59; and “Statement on 
Monetary Measures and Objectives ”, to the Chairmen of the Committees on Banking 
and Currency of the Senate and House, April 8, 1939, reprinted from ibid., May 
1939, pp. 363-64. 


25 Thirtieth Annual Report of the Board of Governors of the Federal Reserve 
System, 1943, p. 10. 


26 Federal Reserve Bulletin, April 1939, p. 256. 
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consequent fact that in the latter year a significant proportion 
of demand deposits was serving a monetary function—that of a 
store of value or money held in readiness for use—which was 
served to a much greater extent in 1926 by time deposits. 

4. Price changes are judged solely by wholesale prices, with no 
attention to prices at which the products of the economy are 
sold to their final purchasers. 


An examination of the annual changes, during the period 
since 1918, in the supply of money relative to the need for 
money, and comparison of those changes with an index of 
prices of final products, lead to conclusions different from those 
stated by the Board of Governors. These statistical data give 
unqualified support to a conclusion closely approximating that 
of orthodox monetary theory prior to World War I, namely, 
that changes in the general level of prices depend principally 
upon changes in the quantity of money relative to the need for 
money, taking into account the productive capacity of the 
country and the established monetary habits of the population.” 

Regarding the central problem of monetary policy, the rela- 
tion of such policy to economic stability, the Board of Governors 
concludes that monetary policy has little influence on economic 
stability, and that the major cause of inadequate use of the 
country’s economic resources and price fluctuations is variation 
in the rate of use of money. The Board states: 


It has been the Board’s view that, since the money supply, 
however measured, is larger now than at any previous time, the 
difficulty must lie not in the scarcity but in the inadequate use 
of the existing supply. 

In the past quarter century it has been demonstrated that 
policies regulating the quantity and cost of money cannot by 
themselves produce economic stability, or even exert a power- 
ful influence in that direction.”® 


These views, like those on price theory, are not confirmed by 
the available factual data. When the appropriate: statistical 


27 See the references cited in footnote 15. 


28 Federal Reserve Bulletin, May 1939, p. 363, and Thirtieth Annual Report of 
the Board of Governors of the Federal Reserve System, 1943, p. 10. 
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data are examined, the conclusions appear to be inescapable (1) 
that the reduction in the rate of use of money associated with 
the production and sale of goods and services during the great 
depression of the 1930’s followed rather than preceded mone- 
tary contraction; (2) that the world-wide severity of that de- 
pression was primarily due to monetary contraction in the 
United States; (3) that monetary deficiency is the chief factor 
originating business depressions or amplifying minor recessions 
into severe depressions; and (4) that the monetary deficiency 
preceding each business depression since establishment of the 
Federal Reserve System—1921, 1924, 1927, 1930-33, and 1937- 
38—has been produced by Federal Reserve action impinging on 
the quantity of bank reserves.”® 

These conclusions of the Board of Governors regarding the 
relations of the quantity of money to the price level and to busi- 
ness fluctuations, based on inadequate examination of the factual 
data, are an effective barrier to the development of the kind of 
monetary policy needed for full production without price in- 
flation. The attempt of Federal Reserve authorities to develop 
a theoretical basis for exercise of their monetary powers has 
been unsuccessful.*° 


29 For the statistical data and analysis leading to the first and third of these 
conclusions, see the references in footnote 15. The second is based on an un- 
published analysis of the effect of business depression in the United States on 
international trade; and the fourth on an unpublished study of the relation of 
changes in bank reserves to changes in the quantity of money. 


80 For the author’s views regarding monetary policy, see, in addition to the 
references in footnote 15, the following: “‘ Normal Production, Income, and Employ- 
ment, 1945 to 1965”, The Southern Economic Journal, vol. XI, No. 3, January 
1945, pp. 219-45; “Business Stability and Regulation of the Cost of Money”, 
The American Journal of Economics and Sociology, vol. 4, No. 2, January 1945, 
pp. 175-84; “ Monetary Policy in the United States in World War II”, ibid., No. 3, 
April 1945, pp. 375-83; and “The Monetary Theory of Deficit Spending” and 
reply to comments by H. W. Arndt, The Review of Economic Statistics, vol. 
XXVII, No. 2, May 1945, pp. 74-84, and vol. XXVIII, No. 2, May 1946, pp. 92-94. 

The views expressed in these articles are summarized in the following statement 
from one of them: “A suitable volume of money in the economy is a necessary 
condition for maintenance of normal production, and this volume of money, it has 
been indicated, is a volume which increases as time goes by at a rate approximating 
the sum of the average annual rate of growth in production, trend of production 
per capita, and the trend of increased use of money as a store of value” 
(Southern Economic Journal, loc. cit., p. 234). 
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Conclusions 


The conclusions which emerge from the foregoing discussion 
may be stated in summary fashion, as follows: 


1. The convertibility theory of monetary control embodied 
in the original Federal Reserve Act was not adequate to meet 
the monetary problems of modern society, and in fact was 
abandoned by monetary legislation in the early 1930’s. 

2. The United States government now has no agency respon- 
sible for regulating the value of money, that is, it has no agency 
which is responsible for preventing, on the one hand, monetary 
expansion leading to price inflation and, on the other hand, 
monetary contraction leading to price deflation and business 
depression. 

3. The Board of Governors of the Federal Reserve System, 
which is generally considered to be the chief monetary agency 
of the federal government and has stupendous monetary power, 
has never been given responsibility for monetary control. 

4. Monetary law in the United States is ambiguous and 
chaotic, does not contain a suitable principle for the exercise of 
the monetary power held by the Federal Reserve System, and has 
caused confusion in the development of Federal Reserve policy. 

5. Extreme monetary maladjustments have occurred since 
the establishment of the Federal Reserve System, and those mal- 
adjustments are primarily responsible for the violence of 
economic fluctuations during the past three decades. 

6. The monetary theory which is held by the Board of Gov- 
ernors of the Federal Reserve System is based on inadequate 
examination of factual data and is a barrier to development and 
adoption of the kind of monetary policy needed for full produc- 
tion without inflation. 


CLARK WARBURTON 
McLean, Va. 
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Hon. WRIGHT PATMAN, 
House of Representatives, Washington, D.C. 


DEAR Mr. PATMAN: 


BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 


Washington, October 12, 
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1960. 


In accordance with your letter of August 20, 1960, * * * 


there is enclosed a list, by title and position classification, of the officers and 
employees of each Federal Reserve bank who have either received training at 
banking schools conducted by the American Institute of Banking or who have 























attended a school of banking sponsored, conducted, or approved by banking 
associations. 
Sincerely vours, 
(Signed) Ww. McC. MartIn, Jr. 
BOSTON 
Num- Position || Num- Position 
ber Title classifi- ber Title classifi- 
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consequent fact that in the latter year a significant proportion 
of demand deposits was serving a monetary function—that of a 
store of value or money held in readiness for use—which was 
served to a much greater extent in 1926 by time deposits. 

4. Price changes are judged solely by wholesale prices, with no 
attention to prices at which the products of the economy are 
sold to their final purchasers. 


An examination of the annual changes, during the period 
since 1918, in the supply of money relative to the need for 
money, and comparison of those changes with an index of 
prices of final products, lead to conclusions different from those 
stated by the Board of Governors. These statistical data give 
unqualified support to a conclusion closely approximating that 
of orthodox monetary theory prior to World War I, namely, 
that changes in the general level of prices depend principally 
upon changes in the quantity of money relative to the need for 
money, taking into account the productive capacity of the 
country and the established monetary habits of the population.” 

Regarding the central problem of monetary policy, the rela- 
tion of such policy to economic stability, the Board of Governors 
concludes that monetary policy has little influence on economic 
stability, and that the major cause of inadequate use of the 
country’s economic resources and price fluctuations is variation 
in the rate of use of money. The Board states: 


It has been the Board’s view that, since the money supply, 
however measured, is larger now than at any previous time, the 
difficulty must lie not in the scarcity but in the inadequate use 
of the existing supply. 

In the past quarter century it has been demonstrated that 
policies regulating the quantity and cost of money cannot by 
themselves produce economic stability, or even exert a power- 
ful influence in that direction.”® 


These views, like those on price theory, are not confirmed by 
the available factual data. When the appropriate: statistical 


27 See the references cited in footnote 15. 


28 Federal Reserve Bulletin, May 1939, p. 363, and Thirtieth Annual Report of 
the Board of Governors of the Federal Reserve System, 1943, p. 10. 
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data are examined, the conclusions appear to be inescapable (1) 
that the reduction in the rate of use of money associated with 
the production and sale of goods and services during the great 
depression of the 1930’s followed rather than preceded mone- 
tary contraction; (2) that the world-wide severity of that de- 
pression was primarily due to monetary contraction in the 
United States; (3) that monetary deficiency is the chief factor 
originating business depressions or amplifying minor recessions 
into severe depressions; and (4) that the monetary deficiency 
preceding each business depression since establishment of the 
Federal Reserve System—1921, 1924, 1927, 1930-33, and 1937- 
38—has been produced by Federal Reserve action impinging on 
the quantity of bank reserves.”® 

These conclusions of the Board of Governors regarding the 
relations of the quantity of money to the price level and to busi- 
ness fluctuations, based on inadequate examination of the factual 
data, are an effective barrier to the development of the kind of 
monetary policy needed for full production without price in- 
flation. The attempt of Federal Reserve authorities to develop 
a theoretical basis for exercise of their monetary powers has 
been unsuccessful.*° 


29 For the statistical data and analysis leading to the first and third of these 
conclusions, see the references in footnote 15. The second is based on an un- 
published analysis of the effect of business depression in the United States on 
international trade; and the fourth on an unpublished study of the relation of 
changes in bank reserves to changes in the quantity of money. 


80For the author’s views regarding monetary policy, see, in addition to the 
references in footnote 15, the following: ‘‘ Normal Production, Income, and Employ- 
ment, 1945 to 1965, The Southern Economic Journal, vol. XI, No. 3, January 
1945, pp. 219-45; “Business Stability and Regulation of the Cost of Money”, 
The American Journal of Economics and Sociology, vol. 4, No. 2, January 1945, 
pp. 175-84; “ Monetary Policy in the United States in World War II”, ibid., No. 3, 
April 1945, pp. 375-83; and “The Monetary Theory of Deficit Spending” and 
reply to comments by H. W. Arndt, The Review of Economic Statistics, vol. 
XXVII, No. 2, May 1945, pp. 74-84, and vol. XXVIII, No. 2, May 1946, pp. 92-94. 

The views expressed in these articles are summarized in the following statement 
from one of them: “A suitable volume of money in the economy is a necessary 
condition for maintenance of normal production, and this volume of money, it has 
been indicated, is a volume which increases as time goes by at a rate approximating 
the sum of the average annual rate of growth in production, trend of production 
per capita, and the trend of increased use of money as a store of value” 
(Southern Economic Journal, loc. cit., p. 234). 
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Conclusions 


The conclusions which emerge from the foregoing discussion 
may be stated in summary fashion, as follows: 


1. The convertibility theory of monetary control embodied 
in the original Federal Reserve Act was not adequate to meet 
the monetary problems of modern society, and in fact was 
abandoned by monetary legislation in the early 1930’s. 

2. The United States government now has no agency respon- 
sible for regulating the value of money, that is, it has no agency 
which is responsible for preventing, on the one hand, monetary 
expansion leading to price inflation and, on the other hand, 
monetary contraction leading to price deflation and business 
depression. 

3. The Board of Governors of the Federal Reserve System, 
which is generally considered to be the chief monetary agency 
of the federal government and has stupendous monetary power, 
has never been given responsibility for monetary control. 

4. Monetary law in the United States is ambiguous and 
chaotic, does not contain a suitable principle for the exercise of 
the monetary power held by the Federal Reserve System, and has 
caused confusion in the development of Federal Reserve policy. 

5. Extreme monetary maladjustments have occurred since 
the establishment of the Federal Reserve System, and those mal- 
adjustments are primarily responsible for the violence of 
sconomic fluctuations during the past three decades. 

6. The monetary theory which is held by the Board of Gov- 
ernors of the Federal Reserve System is based on inadequate 
examination of factual data and is a barrier to development and 
adoption of the kind of monetary policy needed for full produc- 
tion without inflation. 

CLaRK WARBURTON 


McLean, Va. 
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WRIGHT PATMAN, 


BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, October 12, 1960. 


House of Representatives, Washington, D.C. 

Deak Mr. PaATMAN: In accordance with your letter of August 20, 1960, * * * 
there is enclosed a list, by title and position classification, of the officers and 
employees of each Federal Reserve bank who have either received training at 
banking schools conducted by the American Institute of Banking or who have 
attended a school of banking sponsored, conducted, or approved by banking 
associations. 


Sincerely yours, 
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(Signed) Wwa. McC. Martin, Jr. 
BOSTON 
Num- Position || Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 

1 | Ist vice president-.--- ae Official 2 | Currency shipper_-_.........--.-- 8 
2 | Vice president.............--.-.- Official 2 | Examiner (bond)-_...........---- 8 
PS. Mick. Main uwhinciowneceacs Official 2 | General clerk.....-..-...----.--- 8 
§ | Assistant vice president- -_----__- Official 1 | Receptionist-personnel clerk --- -- 8 
1 | General auditor -.......--..---. Official 2 | Secretary to vice president_._._-. 8 
§ | Assistant cashier --..----..---- Official 1 | Senior redemption clerk. __--.---- 8 
1 | Regional economist... -.-.-..---- Official 4) Beepeiveler 0... - he a5. Sg... 8 
1 | Agricultural economist... .-~~--- 15 1 | Treasury examiner. ....-..------ 8 
4} Examiner, A-.-.......--.--.-..--- 15 2 | Unit supervisor, B....--.--..--- 8 
1 | Trust examiner, A_._-.-.------.- 15 2 | Utility supervisor. .............- 8 
1 | Assistant general auditor. _--.-.- 14 1 | Assistant unit supervisor... --.. 7 
RES is 14 2 | Bill canceller...-......-..---...- 7 
4| Assistant manager......---.....- 13 i] Pile clerk ....6. 2. ...6- 5 46ue ee 7 
2| Bank representative............- 13 2 | General elerk........--------.--- 7 
6 | Bzaminer, B.......-....-...-...-. 13 $ POCO, cide. 2 Si bs cba ieee? 7 
NS OEE SEE SEE i3 1 | Ledger operator, general ledger. . 7 
5 | Assistant examiner, A-..--..-...- 12 1 | Payroll proof clerk........-...---. 7 
1 | Assistant manager-..-.......--..- 12 1 | Receptionist.-....-.....--..-.-.-. 7 
SE ae ee eer 12 1 | Research assistant, junior._...--- 7 
1 | Expense analyst.-.......---.-.-- 12 1 | Senior reconcilement clerk ------- 7 
1 | Personne! assistant... ...-.....--- 12 1 | Senior Reserve computation 
4| Planning analyst. .-.......-..--- 12 GPRS ono ck sts xno tebdes 2252 7 
3 | Senior supervisor-........-.-..-- 12 1 | Tabulating machine operator. -- 7 
1 | Supervisor --......-........---.. 12 1 | Unit supervisor.........-..-.---- 7 
1| Alternate Assistant Federal 1 | Bill counter. .....--..-------.---- 6 

Reserve agent--.-.-.---------- 11 i | Clore typist. 4... .2.5-5.-2225.205 6 
2) Assistant manager......-..--.-..- ll 2 | Coin wrapper. ....-------------- 6 
1} Assistant senior supervisor - ----- 11 1 | Control clerk..-......-..-.2---.- 6 
SP UMMEENOT, 9D. . cnn wnetcnceachcnnue 11 1 | Federal reconcilement clerk. OED - 6 
1 | Shipping teller__........-------- 11 1 | Financial statistical clerk.....-.- 6 
3} Supervisor —......- 3 11 2 | General clerk, junior.........-...- 6 
2} Assistant super visor_- - *, ae 10 1 | Industrial statistical clerk. -....- 6 
3 | Assistant examiner, B_.....--.-- 10 1 | Key punch and proof clerk. .-.-.- 6 
1 | Assistant senior supervisor - _---- 10 1 | Registered mail clerk. .-..--..--- 6 
1 | Current cash custodian -......... 10 1 | Settlement clerk........-.--..-.- 6 
1 | Expense clerk. ..---------------. 10 5 | Stenographer--._.....-..----.---- 6 
1 | Forms analyst...........-----.-- 10 1 | Supervisor key punch poy... 6 
2 | Industrial statistician Pea 10 2 | Teletype operator... ..........-- 6 
SNUG. 55... \ddetocsuase>-«> 10 1 | Treasury clerk. .........0.--.--.- 6 
Pareying teller. ......-............ 10 1 | Treasury shipment record clerk. 6 
Eemegmester......-..---se>-----.. 10 1 | Varityper operator. -_--...-.- 6 
3 | Senior credit analyst..........-. 10 1 | Adjustment clerk, junior. - 5 
SP emior Cher . .....---.00.--2--.-- 10 2 | Adding machine operator-ty pist, 
ee ee See 10 MME, « disk hades oaling aduN bc 24s 5 
1 | Vault custodian. _...........-.-- 10 1 | Adding machine operator and 
1 | Assistant financial statistician. -- i) record clerk...........--------- 5 
1 | Assistant vault custodian.___.-.- 9 3 | Clerk typist. ..-. 22 s.taa.. 2.5. 5 
2 | Assistant auditor, A...........-- 9 Ee a aE eee =F ted 4 
1 | Assistant supervisor... -.......-- 9 1 | Key punch operator. -......--.-- 5 
1 | Assistant to general supervisor 9 1 | Multilith operator... .......---- 5 
1 | Note teller._.....-...-.--- ies 9 1 | Overtime clerk. .._..-.-.-.------ 5 
1 | Senior examiner (bond).......... 9 12 | Proof machine operator_.-...--..- 5 
© | Supervisor........-2.--..-a-..-.- 9 1 | Receptionist-typist ___...._--...- 5 
1 | Teller-examiner......--- i tS 26h 9 1 | Reissue examiner..........-.---- 5 
1 | Unit supervisor, A....--- Wi HF 9 1 sw examiner................- 5 
1 | Utility supery ER he 9 1 See ees cee oc OR 5 
1 | Accounting clerk, A.--.......--- 8 1 t tity Clerk, Bun... se 5 
3 | Adjustment clerk................ 8 1 | Key punch and recap clerk... ..- 4 
7 | Assistant supervisor. -.........-- 8 1 | Overtime clerk, junior_._.---.--- 4 
1 | Assistant unit supervisor, A... -- 8 2 | Proof machine operator, junior - 4 
1} Assistant paymaster............- 8 1 | Recordak operator... ...-....--- 3 
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NEW YORK 
Num-| Position " 
ber Title classifi- = Title — 
cation cation 
1 | Ist vice president. ............... Official 3 | Senior clerk 
6 | Vice president..................- Official 1 | Senior club services clerk 2 
9 | Assistant vice president. -__..___- Official 1 | Senior currency teller... - ‘ 
Oe |) ORIEN sastindek ns cccigkwuse..-s Official 1 | Senior payroll clerk. _____- 
1 | Gereral auditor._.....-.._.-___- Official 1 | Senior shipping clerk ........___. 
: ag General auditor- _____- bs wee 2 | Statistician, B-..............-... 
Ooi sae cennsenecesonnnecce cia 
2 | Assistant cashier ...............- Saat 3| Gee 
3 | Supervising examiner... _._____. 16 12 | Vault clerk...-........-......... 
2 Su review examiner. __ 16 1 ES SS a SIRT 
SF BU aowednes connie cdleninn cca 15 1 | Vault custodian. -................ 
3 | Senior bank aad Ciieksesens 15 4 | Accounting clerk. ._..........__- 
2 | Special assistant ................ 15 1 gi Ra. eR 
2 | Administrative ‘eaaboan: B... 14 1 | Administrative clerk. ........... 
OG SS Fey st: eae 14 5 | Assistant bank examiner, B---__- 
1 | Purchasing agent _.............. 14 1 | Cable tester_...................- 
4 | Special re eg 14 1 | Cash control clerk. .............. 
1 | Building superintendent. _..... 14 1 | Cash routing clerk..............- 
2 | Administrative assistant, A -__.. 13 DF Cini ditin kditiviecat chicadanncse 
8 | Assistant chief ............-..... 13 1 | Cost accounting clerk, A--.....- 
13 | Bank examiner, A-- a 13 8 | Currency teller__................ 
Sk ee oata 13 1 | Forei operations statistical 
1 | Market specialist _....- 13 
1 | Senior methods analyst 13 1 
3 | Special representative, B. 13 2 
2 | Technical assistant. _...........- 13 2 
1 | Administrative assistant, A - - _-- 12 
11 | Assistant chief _._.............-. 12 1 
15 | Bank examiner, B___..........-.- 12 1 
se. re eee 12 2 
1 | Securities trader, A. __........-- 12 1 
3 | Senior analyst...........-......- 12 2 | Secretary 
DF I dP i occ nn awiidntinbowes 12 5 | Securities receiving teller... -...- 
1 | Technical assistant. _............ 12 1 | Senior advising clerk. ........... 
6 | Technical representative. -___-._. 12 1 | Senior clerk.....................- 
1 | Public information assistant... - 11 1 | Senior direct sendings clerk... - -- 
3 | Administrative assistant, B_ -_-. 11 4 eee $5 ides ia SS aE 
1 | Application appraiser..........--. 11 1 | Statistician, B...............-.-. 
2 | City paying teller__...........-- 11 1 si ed 
2 | Credit analyst........-.......--- 1] 2 ——— transfer clerk, A-..... 
1 | Senior employment interviewer... 1) bE. 5. HER eee. 
1 | Senior Reviewer-consultant.__._. 11 2 Unit head; CUE ictaitiann cs ehon 
1 11 1 | Disbursing and payroll clerk - ..- 
ll ll 1 | Senior jon clerk... ...-...- 
1 11 1 | Tabulatine clerk. -.........-.-.-- 
1 ll 3 | Adjustment clerk...............- 
1 10 1 ministrative trainee... -.-..-.- 
1 10 1 | Assistant cable code analyst. ---- 
17 10 1 | Assistant coin teller. ............ 
8 10 1 | Assistant law librarian . -........ 
2 10 6 | Assistant receiving teller. -.-.--..-. 
1 10 2 | Assistant sh ipping clerk. ........ 
1 10 1 | Authorities clerk... ..........--- 
1 10 1 kkeeper-clerk............-..-. 
1 10 1 | Currency adjuster__............. 
1 10 1 | Employee records clerk, A....-.. 
2 10 1 | Expenditures clerk, A-......---.- 
2 10 1 | Information clerk...........-.-.- 
1 10 1 | Junior auditor...............-.-- 
1 10 1 | Proof machine instructor. -.--_-.. 
4 10 1 | Receiving and examining clerk - - 
1 10 1 | Receiving teller_...........-..--- 
2 10 2 mere ETS sculasdeeecnes 
3 10 |) a 
2 10 1 Senior cable editor............... 
{ 10 3 | Stocm Geta i.c.............-.... 
14 10 ec. LY eee 
1 10 2 | Senior foreign reine clerk... 
1 10 3 | Senior savings bond clerk... .... 
1 | Personnel 10 1 | Senior subject file clerk_.......-- 
1 | Administrative clerk ..........- 9 BEE teri cnactinckndndpesd 
4 | Assistant delivery teller. _....... 9 1 | Signature clerk. ..........-.---.- 
1 | Fit currency teller............--.. 9 3 | Statistical clerk, A.........-.---- 
1 | Mechanic. ..........-......-.... 9 2 | Statistical draftsman. - - --- 
1 | Property custodian............-- 9 1 | Telephone transfer clerk, B 
6 | Receiving teller_................- 7) 1 | Head day porter-..... 
a0 | eee ct) 1 | Senior coin co:nter_.....-- 
3 | Securities receiving teller. ....... c) 1 | Assistant currency adjuster 
3 | Semisenior auditor... -..........- ) 1 | Assistant librarian.........- si 
1 | Senior adjustment clerk... ...... ce) 1 | Bookkeeper. -_............---..--- 
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NEW YORK—Continued 











Num- Position || Num- Position 
“ber Title classifi- || ber Title classifi- 
cation cation 
Coin counter..............-...... Foreign o tions clerk...-....- 
Control clerk._.......--..-...-.. 1 General ES 
Elevator operator. -......._....- Reconciling clerk_........-...... 


Dt et et ee et eR Oe oO 





General clerk._......-.--..-..... 
General foreign operations clerk _. 
General money clerk _.........- 
General savings Fond clerk... ._. 
General mye | clerk......... 
Outvoing mail sorting clerk 
Payroll control clerk __...._. 
Record clerk ........._... 
Records and reports clerk 
Remittance ledger clerk. ..._._- 
Secretary-stenographer.__-_____.- 
Securities clerk 
Senior reconciling clerk_......__. 
Teletype clerk..................- 
Adjvstment clerk_.........._...- 
Advising and retyrn items clerk 
Armed bank messenger-.-.---._.-. 
Bookeeping machine operator, A_ 
Club services clerk. ............. 
Currency counter................ 









AAAAAAAPAAAAAHAARAAASAABSAAAIAaSD 








ee ON eC ee BR 





Savings bond clerk 
Statistical clerk, B 
Subject file clerk...........-..-.. 
Warehouseman.................. 
Proof machine instructor. .__..-- 
Check clerk. ....-...........-... 
Olam typist... - oc sen nnn nudces 
Junior currency counter. ......_- 
Junior general utility clerk . ____- 
Junior savings bond clerk..__...-. 
Proof machine operator_.._...._. 
— punching machine opera- 





r 
TRE Me iiiettknocidigcintee ieee 
TORT er 
Junior general clerk.............. 
Proof machine trainee. .........- 
Ts BPs < Cane to sds oMlldceindene 
Office messenger..........-....-. 
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Currency vault teller_....--....- 
Country receiving teller... ....-- 
Senior bond teller. __.........--- 
SS eae 






Senior file clerk..............-.-- 
Sorting return items clerk. _____- 
Transit clerk, A 
Transit clerk, B...........-...-- 





PHILADELPHIA 
Num- Position || Num- P 
ber Title classifi- || ber Title ies 
et 

4 | Vice president__-___-.-- Official 2 | Senior settlement clerk ___...___. 
5 | Assistant vice president. Official 1 | Assistant department head --___- 
5 | Assistant cashier. - Official 1 ompositor press._........-.-..- 
1 | General auditor - - Official 1 | Technical assistant _............- 
1 | Chief examiner. -____- Official 3 | Secretary... .................-.... 
1 | Senior bank examiner 16 1 | Senior record clerk............... 
1 | Assistant general auditor 14 6 | Vault custodian. -..............- 
2 | Department head. 14 1 | Statistical clerk. 
3 | Bank examiner__- 14 1 | Discount clerk--. 
5 | Departirent head- 13 7 | Secretary........-..-- ie 
1 | Assistant director. 13 2 | General service clerk. 
2 | Department head. 12 2 | General service clerk, B_ 
4 | Senior auditor, A 12 1 | Coin shipping clerk- 
9 | Bank exarriner, B_- 12 1 teller......-. 
4 | Assistant se head 12 1 | Settlement desk cler 
1 oe. _ ee arr on = ll 2 | Poucher dispatcher. 
2 ssistant bank examiner-.__.--_- 11 1 | Cartographer. ----- 
3 Field representative _-........--- 11 1 | Record clerk......-...--..- 3 
& | Bepereieet...cs, -- 2. ..--..-....- 11 2 | Examination clerk............-.- 
1 | Senior supervisor-_-__---...-..---- ll 1 | Record and statistical clerk__.__- 
1 | Securities trader__.............-- 11 Be ee ee 
1 | Assistant department head_. -_- 11 1 | Administrative assistant_-_-__ ___- 
1 | Technical assistant __..........-- 11 1 | Receiving clerk........--......-- 
1 | Administrative assistant_____--_- 11 0 IS dn hice diis lene o vances 
if... ee eee 10 1 Departament ei iS 4 
5 | Assistant bank examiner, B- - -_- 10 1 | Remittance clerk_----........--- 
1 | Assistant credit investigator and 1 oe and settlement clerk. 

EE SS RR: Sa aS 10 Ed OUND... due sccecintcens cae 
Re. . 2 ee ee 10 1 Goin shipping ae i 
at. 3) eee 10 1 | Reissue bond examiner----_-___- 
1 | Administrative assistant_____-__- 10 1 | Allotment search clerk-....-__._- 
1 | Department head_---..........- 9 Bey, 2. eo ee 
1 | Senior transfer clerk... ....-.--- 9 1 | Junior interviewer... .........--- 
5 | Junior auditor.__..............-- 9 Ye RR a RS ae 
bi acinieondcn deenwen 9 1 | Senior statistical clerk _._--....-- 
1 | Assistant to supervisor... _--_--- 9 1 | Deposit verifier....-..........._- 
1 | Assistant city receiving teller___- 9 1 | Settlement clerk is” PSE ee 
1 | Currency shipping teller_..._-___- 9 1 SS ak ARE 
1 | 2d paying teller..............-.-- 9 2 | Shipping clerk___..............-. 
2 echnical assistant. _........... 9 3 | General service clerk_........__-. 
1 | Section head.................-..- 9 1 | Varit compositor.._.........- 
1 | Business reporter_-_-----.--- ae 9 1 | Record storage clerk... .....-...- 
DR ROL en nw cope dawowhen 9 Gh: i . eae eas 
3 — iti cnn a pokes 9 2 | Stenographer clerk. --.-........_. 
1 an record clerk... _...--- 9 BE SMe cE: 
1 ee «he Toe 9 Ee,  ° “Sie age Ry GeeiiS 
4 | General service clerk... ......--- 8 1 | Registered mail clerk__.__.._.._- 
2 | Junior auditor, B..............-- ~ 1 | Typist, key punch operator. - -_- 
1 | Junior assistant bank examiner - x ae.” ft... =a eee 
oe. ars Sage 8 8 | IBM proof machine operator - _ _- 
1 & 1 
1 8 1 
1 S 1 
4 s 2 
1 8 
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CLEVELAND 
Nun-' Position || Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 
1 | President.................- Official 1 | Furnitnre clerk_................. i) 
8 | Vice president............. Official eet ee nS te 9 
4 | Assistant vice president. _. Official 3 | Receiving teller__............-..- 9 
Bt MMENOE . .cccngassvcudacae Official 2 | Senior adj stment clerk ___._.__- 9 
13 | Assistant cashier - ---___- Official 1} Senior clerk. .-.....0..2........- 9 
1 | General auditor - _-..__-.- Official 1 — clerk proof and Federal 
1 | Chief examiner-.-.-.-.....- | seems Sy <~R  eS. » Wey 9 
1 | Assistant secretary -_.....- Official 3 Utility cit ann otis wll 9 
1 | Assistant counsel---_-_.._- 16 1 | Senior tabulating clerk. 9 
1 | Assistant general auditor. - 16 1 | City collection clerk. __.- 9 
1 | Consultant._._.......--- 16 1 | Payroll clerk. __.__- 9 
1 | Senior examiner. _--_..-- 16 4 | Supervisor.._.._- 9 
1 | Senior trust examiner-_..__..___- 16 1 | Senior coin clerk. 9 
1 | Manager and assistant Federal 3 | Currency teller_- a” 9 
ree ee 16 2 | Section head__........... 9 
S paemine’. -.........5..... 15 4 | Senior mail clerk. ___.-.....-..-- 8 
1 TE aeinistetive assistant _ - 15 1 | Senior personnel clerk - - .-------- 8 
2} Branch auditor_...........-...-- 15 3 | Payroll clerk. ............-...... 8 
19 | Department manager-.------_---- 15 11 a ee SEs 8 
1 | Senior agricultural specialist -___ 15 1 | Senior securities and coupon 
1 | Assistant department manager - - 14 OO. ame pdinds~.. ciokkidin a 8 
NE EEE een 14 ae.0 OU. A eee 8 
2 | Field representative --.-_........-- 14 ee, eae ee 8 
1 | Trust examiner_.__.....-...-..-- 14 1 | Stockkeeper-archivist-photog- 
17 | Assistant department manager. . 13 I aS sare 8 
§ | Examiner B._...............-.-- 13 2 Sentor chock collection utility 
2 | Department head - ---- acid 13 COOK. AA abut te dandascnacd ~ 
1 | Review examiner____..........-- 13 4, Currency receiving teller. ---.---- s 
2 | Assistant auditor_.............-- 13 1 | Currency assorting clerk--------- S 
1 | Administrative assistant. - -.___- 12 1 | Currency redemption teller___--- 8 
1 | Assistant economist. --_......-.. 12 1 | Vault access clerk ....--......-- 8 
4| Assistant trust examiner--__----_- 12 Sb cubase ceca taddiipsnt 8 
3 | Assistant department manager - - 12 1 | Bookkeeper general..........-.-- ~ 
1 | Chief ~~ speed i Os ae a 12 1 | Budget clerk. .............--.--- 8 
 OUNSOIO. ...... 22.2 o ee 12 1 | Clerk photographer-_...-...-...- x 
1 Credit i investigator and alternate 12 1 | Clerk 7~ areel b his annie indie 8 
assistant Federal Reserve agent. 12 S| Comite Ge. <<... cotse nce te ce 8 
3 | Department head - -..-.......... 12 1 | Control clerk...........-.-.--.-- s 
ee ane 12 1 | Equipment repairman..---..-.---.- x 
1 | Purchasing agent...........-.-.- 12 1 ederal accounts clerk.-.---..--- 8 
NS Le 12 1 | Paid bond and reissue clerk - --- - 8 
3 | Assistant examiner. __-_-...__--- ll 1 | Purchasing clerk - _-.....--...--- s 
1 | Alternate assistant Federal Re- 1 | Stock control forms designer-.-.-- - x 
Merve GOON. oo. ccccecncee,-5--2 ll MR 0” Ae OR EP RE s. * 8 
1 | Coordinator, alternate assistant FP) Seika a deinsct be ckacouien 8 
Federal Reserve agent-_-._-__- 11 1 | Utility clerk............- Re Ae. 8 
SS Eee 11 1 | Analysis clerk_............--.--- 7 
1 | I oan specialist. ..............--- 11 ee faye earn 7 
2| Planning analyst. -_...........-- 11 1 | Deferred control clerk -. __--..--- 7 
6 | Senior auditor__.__._.-_-- ee ened 11 aL eh ee 7 
1 | Senior operating engineer-_--_-._- ll OF Ci ker en Sh dlie coe codcuten 7 
=. wemor teller. ......-....-5....... ll ae SO eS ere ee 7 
ee, eee ll 41 Proof clerk. -.......-..-..-....-- 7 
1} Senior payroll and personnel 2 a sae mail clerk----.....--- 7 
 , * a See 11 1 lekeeping teller-typist-----. --- 7 
6 | Department head. .____....._... 11 1 | Settlement clerk........-...-.--- 7 
2 | SMES a” See 10 Ok | RS eS eee aon 7 
NS id i can pebaneacebse 10 th. Saree. oe 7 
3| Assistant examiner B._..._.____- 10 10 | Utility clerk.........-.--...----- 7 
1} Assistant librarian............... 10 1 | General ledger bookkeeper... -- - 7 
1 | Chief painter...................- 10 2 | Cash letter remittance clerk. - .-- 7 
1 | Correspondence clerk..........-- 10 1 Reswmared bond clerk - - ...-.---- 7 
1 | Senior budget clerk_............. 10 1 Shock ROE 7 
EE 10 1 | Treasury tax and loan clerk - -..- 7 
1 | Senior investment clerk, alter- 2 | Clerk-stenographer. .--.-.---..--- 7 
nate assistant Federal Reserve 1 | Senior consignment clerk. -- --- -- 7 
| STREET a, CEE 10 1 | Cash letter inproof balancing 
3 | Supervisor................-..--.. 10 GT - |.. teeande eavatoslinnanes 6 
SS a ane 10 FA CRs «nde ttinnrnccteceyénncse 6 
1 | Senior expense accounting clerk 10 2 | Clearance proof clerk........---- 6 
1 | Senior savings bond utility clerk. 10 4 | Cleck-stenographer.. ..........- 6 
1 | Senior currency paying and re- 3 | Coin clerk................--..--- 6 
ceiving clerk..................-. 10 1 | Control clerk............-.-.---- 6 
1 | Utility teller..................... 10 1 | Junior utility clerk. ..........-.-- 6 
1 | Purchasing agent................ 10 1 | Laundry machine operator. ----- 6 
1 | Ventilating mechanic.........__- 10 1 | Messenger clerk. ..--.---.-.----- 6 
1 | Assistant purchasing agent ____. 9 1 | Reconcilement clerk...-...------ 6 
SSR a NEES 9 1 | Returns clerk_.......-.---------- 6 
ES pa ee 9 1 | Senior file clerk.........-...----- 6 
1 | Electrician. ._..............-...- 9 6 | Proof machine operator... ...-..-- 6 
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CLEVELAND—Continued 
Num- Position || Num- Position 
ber Title classifi- ber Title classifi. 
cation cation 

1 | Senior sorter.....---.-.-.---..-.. 6 bf Junior sorter..<..s-5-~2.c--see~-- 5 
2 | Shipping clerk consignment. .-_.. 6 2 | Key punch operator............- 5 
3 | Statistical clerk.......---.-...-.. 6 Bee | ae See 5 
1 | Stock clerk............-..-.-.... 6 1, | Resord clerk.......--...-..-..--- i 
2 | Tabulating operator-.-.-.......... 6 1 | Special machine operator tabu- 
2 | Telephone operator..-........... 6 SNE aca son 05-0 inkbiewtiosiontd 5 
1 | Teletype operator... _--..-..------ 6 4 | Stenographer-...-.........-....-. 5 
3h. eee er 6 1 | Typist key punch operator _..___- 5 
2 | Bookkeeping machine operator _. 6 2 | Verification clerk---............- 5 
1 | Country collection routing and 6 | Proof machine operator -_.-_-___-- 5 

paying clerk. .......--...-.-.... 6 1 | Stub —— IES o:cien = ence iim, 5 
1 Acwming DSRS Ea 6 1 | Library clerk...............-.-.. 5 
1 | Treasury tax and loan clerk. -..- 6 1 | Currency clerk. ........-........ 5 
1 | Savings bond control clerk......- 6 1 | Archives clerk..................- 5 
Ee tS. nae eS ee 6 oe 7S. FAS 5 
1 | Junior payroll clerk__.........--- 6 1 | Clerk-stenographer--.-.--.......-. 5 
1 | Application receiving clerk - ----- 6 SB. 1, UIST Cyn saw <~5~- 25-5 5-- 2s 4 
1 | Statistical and proof clerk --.-.-.- 6 8 | Proof machine operator... ----._- 4 
1 | Senior currency machine sorter__ 6 1 | Addressograph operator. ..-.-..- 4 
1 | Cash letter remittance clerk. ._-- 6 Gk OY See RS 4 
6 | Chim aypist..................50- 6 11k SUD. citinnn ndiangaseeneoee 4 
3 | Stenographer---.-..-.........-.--- 6 Be Cy ON eels ain cers 4 
1 | Bond control clerk.........-...-- 5 1 | Shipping clerk.......-.......---- 4 
8S | Clerk-typist...........-......... 5 © Pe SOIL. state betnenaceanne 3 
1 | Closeout clerk - - .-...-..---.-.-.. 5 


























ne 





| - 











| PRS | 








ee 





RETIREMENT OF 


FEDERAL RESERVE BANK STOCK 


339 
































RICHMOND 
Num- Position || Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 
4| Vice president..............-.-..- Official 1 | Assistant supervisor... --.....-.-- 8 
6 | Assistant vice president. --....._- Official 3 | Junior assistant auditors__.------ 7 
9 | Assistant cashier. .-.............- Official 1 | Public information aid--__------ 7 
1 | Assistant general counsel. ----_-- Official 1 | Capital stock and investment 
1 | General auditor. -.............-.. Official review clerk. ............------ 7 
1 | Chief examiner.-.............--... Official 3 | Chief clerk. ....:.......--......- 7 
1 peretery and assistant counsel..| Official 7) Gemetery..... -. ic ieee. kk 7 
Se  .. coccbectenpocpnnacced 16 1 Receptionist Sansre wish Wasi lgiSeeaiin vient 7 
1 Assistant general auditor. ......- 16 1 | General service clerk _--._...----- 7 
3} Senior examiner. -...........-.-.- 16 3 | Research assistant.............-- 7 
B+ woonomist .....................- 16 1 | Statistical assistant-............. 7 
1 | Trust examiner.............-..-- 15 2 | Tabulating machine keypunch 
tC PEMENEET « cn wnasionnconccssccecee 14 eee ee 7 
4 Senior auditor. ...........-.-...- 14 1 fag investigation clerk, A-... 7 
1 | Senior bank relations representa- 1 | Wire transfer clerk_............-- 6 
BE ed irkesGrdesné Sennen sen 14 1 | Transfer verification clerk - -_--.- 6 
@) waaminer..........---.---.-- 14 5 | Secretary.........-.............. 6 
a Sore 13 1 | Maintenance clerk, A---....---- 6 
1| Administrative assistant ......... 13 1 | Examination report clerk, B_..-- 6 
2| Senior assistant examiners. ----.- 13 1 | Records and reconcilement clerk. 6 
2| Research and review analyst, 1 | Records center clerk, A... --.---- 6 
member Federal Reserve 4 | Oltiebeler&. . .....--.22..52.-025. 6 
Pe RAMs cagndnadunpesovss 13 1 | Utility clerk...........-.....--.- 6 
1 tant trust examiner._....... 13 1 | Bookkeeper and report clerk-.---- 6 

$| Assistant manager-..--..---.-.--- 12 1 | Currency sorting clerk........-.. 6 
. fe RE CRI GS EE ae 11 1 | Registered mail clerk... .......-- 6 
EE na on aloncameckuoavatene 11 1 | Payroll clerk. -..-....------.---- 6 
| Assistant examiner. --.-.-......... 11 1 ——e MR es RE 6 
1| Assistant manager........-....-- 10 1 acme ledger bookkeeper. - --- - 6 
1| Utility eocqunting clerk. .....--- 10 1 ulating machine operator, A- 6 
9) Supervisor.._...........---.----- 10 1 J herve eee center 0 tor and 
1 | Methods analys Bitustdne<oekgeds 10 communications clerk. . ...---- 6 
1 Reaietendent printing -.. 10 1 | Country checks settlement clerk. 6 
1 ties cust 10 4 | General proof machine clerk. - - -- 6 
1} Assistant manager 9 2 | Check receiving clerk........-.-- 6 
2| Assistant auditor 9 1 | Proof machine operator, clear- 

13 | Su isor....... 9 inghouse clerk.--....-..-.-.-.--- 6 
1 | Sorting teller. 9 1 | Transit investigation clerk..... 6 
1| Paying teller 9 1 | Public information clerk.-.---.-.-. 5 
1 | Senior teller trainee 9 1 | Redempton clerk and bond ex- 

1 | Research associate._............- 9 EES, pS PE ie 5 

1 | Assistant securities custodian... 9 1 | CPD and miscellaneous clerk-... 5 
1 | Lead switching center operator. - 9 3 | Stenographer clerk, A--_-----.-- 5 
1 | Accounting clerk. .--.--...--.-.---- 8 3| Currency and coin shipping 
1 | Assistant auditor, B...........-- 8 Clark: B. ctkiaees-. oc cc les scan 5 
1 | Chief maintenance clerk-.------- 8 3 | Proof machine o tor, A.......- 5 
a manervisor.......2-.-.-...-..---- 8 1 | Time record clerk, B--..-..-.-.- 5 
1 | Statement analyst and utilit 1 | Statistical clerk, A. ....-.-.-.-- 5 

clerk, alternate assistant Fed- 4 | General transit clerk........-...- 5 
eral Reserve agent...-.......--. 8 1 | General mail sorter-----.....---- 5 
1 | Junior assistant examiner... --- 8 2 | IBM tabulator operator-----.-.-- 5 

2 | Chief clerk.........-.....-.-.-.- 8 1 | Return checks clerk --..---.--.-.-- 5 
1 | Money teller_.....-......------- 8 1 | Maintenance clerk.......-..--.--- 4 
1 | Receiving teller_...............-- ® 1 | Records center clerk... -.-...---- 4 
1 | Alternate teller. ..........-..---- 8 1 | Currency and coin shipping 
SP COMGGIIOR..0....-.-----2------ 5 8 x. 3 a cans dhsteccicaetnont 4 
1 ior interviewer... -...-.------- 8 2 | Proof machine operator... ..--.-- 4 
1 | Chief payroll clerk_....--..-.-.--- 8 2 Btatiotioal Ce EERE ae 4 
1 | Methods analyst-_--_.......------ & 2 | Tabulating machine operators. 4 
1 | Linotype + oy em cenmnge 8 2 Transit clerk. _-.........-...--.- 3 
2 | Securities clerk, A.....-.-.-.-.-- 8 2 | Tickometer operator... -.-.....- 3 
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Employee relations technician __ 

DAs ings dttnniptwnscecons 
BORAT «ncn den ghttienan estneose 
Assistant manager............... 
Personnel assistant.............- 
Building engineer _.-...........- 
Stenographer 


06g). er 
Shipping teller. ........-........ 








Accounting clerk. _.........--... 
Pivot desk clerk.........--..---- 
Analysis clerk..............-..-- 
Balance clerk 
Clerk-stenographer---........-..- 
City clearings clerk .............- 
Le a a eee 
IBM proof machine operator. - -. 
Key punch operator. .......-.... 
CT MENG, -conenainnnsinengendan 
Currency verifier and sorter. -.-- 
Stock clerk 


ATLANTA 
Num- Position || Num- Posi 
ber Title classifi- || ber Title _ 
cation cation 
Vice president -................. Official 1 | Shipping teller and paiape 
Assistant vice president. __..___. Official mail clerk_........... 
4 Sree Official 1 | Payroll clerk. ...- 
sataenh castier..........- ..---| Official 2 | Accounting clerk. 
Chief examiner_______... eae ae Official 1 | Treasury transcri ot clerk - 
General auditor_.............._. Official 1 Auatyes and statistical clerk - 
Assistant general auditor. _._.._. Official 2 | Noncash collection teller... -- 
RIN, oto atten ~~ > daatbwosene 16 4 et ee WENT 5 ddeocans 
ERE SE RTE ee ERE, 15 2 ving teller... 
ERE EE TS 15 3 | General bookkeepe 
a Oey 14 1 | Bond euchatige redemption clerk. 
SS SRS Se 13 1 | Forms analyst...........-....... 
1 2 a ae 13 1 | Government coupon teller-_-_-_-___- 
Audit Supervisor ile i eatin: cighigtal 12 1 | Denomination exchange and 
Assistant manager -_......-.... 12 safekeeping teller.............- 
Assistant Federal Peserve agent 12 1 — and uncurrent records 
Junior assistant to counse] _____- 8 gp IR eR er) eae 
15|M RR GE RES ~ sR 12 1 anattex’ sassistant -........... 
Branch auditor __.....--.......- 12 1 | Head currency verifier and sorter. 
Methods analyst-..-...-........ 12 1 | Transfer and exchange clerk-. __. 
Senior peed SLI TEs RS 11 1 | Job analyst clerk. .-............- 
Peport analyst. -_................ 11 a8 | RON aa ee 
Senior saatene examiner.__.._.- 11 1 | Assistant proof supervisor. -_..._. 
Methods analyst. -.._.-.-.......- 7B | 1 | Sorter and tabulating machine 
Employment supervisor ._____... 11 be ERR «Ripe 
niet a tigencion ai 11 7 | Stenographer----.............-.. 
Assistant manager -.._...-..... ll 1 | Discount clerk. -.................. 
Senior socounting a nee s 10 4] Utility clerk................-.... 
RS ESS ea 10 ee OS es 
| SES ae 10 9 | Clerk-typist..........-..----..-. 
Vault custodian.-__.............. 10 2h yt I SRE. Roe 
GEE VIBE siedsn nde ctw scepe~e 10 1 | Assistant bookkeeper... ......-- 
1 Assistant Manager............__. 10 1 | Currency verifier. .............-- 
PONE Ns Bila ie cigun oon ann on 10 1 | General service clerk ___........- 
Assistant examiner, trainee_____. 1 | Code clerk and teletype operator 
General utility clerk_........_._. 1 | Remittance clerk._............-- 
Le ee as 4 | Assistant unit head__...........- 
SE id ce cadnenouuce 2 | Routing clerk __............-.... 
Vault custodian.............-__- ee (Omer 
UNE dA eMedia kot thin o~nonak 1 | Personnel records clerk__-..-.-.-- 
1 
1 
1 
1 
1 
2 
1 
22 
1 
6 
8 
1 
1 


ED NS et eet ee et ee ND Oe tt te Dt DD et DS tt Dt 0 tt et tt Dt tt ON ee Or ee 





Assistant methods analyst-._._.. 
tenior payroll clerk._............ 
Unit 
Senior accounting clerk......_._. 
General clerk 

Senior personnel clerk .........-- 
Assistant vault custodian........ 
SUIT |i nenetacccdimoicbuhe 
Noneash collection teller .......- 
Pa and shipping teller. _...__ 
Shipping teller and utility clerk __ 
Registe red 


 § ot a Seas 


ee Ee 
Assistant shipping teller -_.....-. 
or ~ “pees and collateral 


Personnel clerk.................- 
Technical clerk -_..............- 


SIE 





SESE SESE ST SESE ATs SISTA STATA AIO WDD DDOSOD SO DBDBDOwmwmDwmnwmovowoocn~crvocreeo 








—— 


“Qe wo ee 


— ee ee 





eping machine operator... 
rve bank accounts, 


Duplicat file, and mail clerk ---- 
ee operator and post 

ce cler 
Adjustment a a ee 
Sorter-lister-transit clerk......... 
Assistant duplicator operator 
and stockroom clerk 


IBM proof machine operator. --- 
Sorter and tabulator machine 


es cler 
licating machine operator. -- 
ye stockroom clerk - ..-..-- 
Mail Pik... .onansned nine outins< 
Clerk, ln me a assignment, 
not classified !_..............-- 
— clerk, trainee, not classi- 








FL rag Al a tem 
ree Tee seats 


to permanent duties, or is not fully capable of performing the duties of the position. 


assignment may be carried in “unclassified” status for a period of 6 months. 
icates that the individual concerned is in trainee status, has not been assigned 
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CHICAGO 
Num- Position | Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 
1 | Ist vice president....-...-....-.- Official 3 | Securities teller.................. 8 
7 | Vice president.........-.--..--.-- Official 1 | Correspondent----......-.....--. 8 
7 | Assistant vice president... -.-..-- Official 1 | Senior correspondent --__.......- 8 
13 | Assistant cashier __...........-.- Official 2 | Bond teller__.._........--.-..... 8 
1| Assistant counsel--..........-..-- Official 2 | General bond clerk_............- 8 
1 | Assistant general counsel - --.--.. Offi 1 | Equipment controller. -_......._-. 8 
1 | Assistant general auditor. -----_. Official 1 | Statistical analyst...........__.- 8 
1 | Senior a pone Bite Rees 16 1 | Custody teller_...............--. x 
1 | Supervisory examiner... ......-.- 16 1 | Repairman._..........-......-.- 8 
1 | Assistant cared Seat agent 15 1 | General custody clerk. ---....__- 8 
2 | Senior examiner. --.......-...-.-- 15 1 | Supervisor_._............---..-.. 8 
1 | Supervising auditor 15 1 | Expense clerk- ----- 8 
1 Pee seuwakoneh 15 1 | Master proof clerk _. 8 
1 | Senior systems engineer 14 1 | Window bond teller. 8 
1 | Chief...........- 14 3 | Unit head_.........-- x 
2 | Senior auditor-_. 14 1 | Personnel interviewer - x 
1 | Superintendent-...-- 14 1 | General man- 8 
1 — representative 14 8 | Expediter- -.- 7 
a I 13 7 | Currency teller. 7 
1 NS are Dioon 13 2 | Senior examiner 7 
2 | Systems engineer---.-....- 13 2 | IBM operator. 7 
1 | Senior operations analyst 13 3 | Custody clerk 7 
ol * as 13 1 | Bond teller__..._-. 7 
1 | Chief job analyst_-.---.-.-- 13 3 | Secretary..........--- 7 
1 Administrative assistant. 13 2 | Assistant su 7 
3 | Examiner. -_.....-....-- 13 1 | Analyst clerk.........-- 7 
1 | Chief arc ee 13 2 | Treasury bond examiner-. 7 
3 SES CER a 13 2 | Analysis and control clerk -- 7 
1 a eae 13 1 | Adviser to bond examiner - - he 7 
6 Te eal EL, oS Ne wa diphdiows 12 1 | Adjustment correspondent - --.-- 7 
3 | Assistant chief_...............-.- 12 1 | Senior clerk... ....-.-...--- ‘4 7 
1 | Securities custodian. --..........- 12 1 | Bank status clerk....-.........-- 7 
} } wow analyst..................... 12 2 | Correspondent --..-......-.-...-- 7 
1 | Semisenior auditor - -.........-.- 12 1 a control clerk...........-.- 7 
1 tant manager... ..........-- 12 3 | Paying — receiving teller. ___-- 7 
1 | Supervisor..................-.... 12 1 | Instructress.-.-.................. 7 
1 | Report analyst__............-.-- ll 1 Shipping oo coin teller_........-.... 7 
1; 0 * neoee analyst. ........-...- 11 1 | General clerk ...............-.-- 7 
Ss atl Aa caiinhodhee~ cena 11 1 | Securities teller._...............- 7 
1 Adednistrathes assistant_......_- 11 Bh RNs dtd tcine Be and nage nkadlia 7 
4 Supervisor.................--..-- 11 1 | General man. ._......-......-.-- 7 
1 | Cash custodian............-...-- 11 1 | Payroll clerk senior---.--......-- 7 
8 | Assistant chief_................-- 11 1 | Advice and overtime proof clerk. 6 
1 | Assistant manager-----.-..--..-- ll 1 | Contract payroll clerk __......._. 6 
SR EE a 10 4} Bretrector. ...6... 2.00. nce sees 6 
ae) wapervisor....................... 10 3 | UGiitty elerk..........-..5.2-22.. 6 
1 | Assistant custodian.-...__......- 10 1 | Advice clerk...................-- 6 
2 | Credit analyst...............---- 10 4 | Proof clerk. ......-.......--.-.-- 6 
2 outa and personnel assist- 3 | Payroll clerk. _..............-... 6 
A a EE TR. SHER G 10 1 | Security transfer clerk----....... 6 
1 antttant 0 eA 10 1 | Currency sorter senior---_---...-. 6 
1 | Technical adviser..............-- 10 2 | Group leader. -_.......-....-.-... 6 
1 | Associate economist, B._.......-. 10 1 | Senior examiner and correspond- 6 
2 Assistant supervisor. __......._.-. 10 ent. 
1 | Paying and receiving teller. --_._- 10 2 | Savings bond examiner__._-____- 6 
,1 | Custodian.._............-...-... 10 1 | Junior statistical clerk. ......_.-.. 6 
1 Assistant | building superintend- 2 | Senior = operator __........-. 6 
nt Da assistant purchasing 6 | Stemographer-_-_._............-..- 6 
BEN. Re ET RY RS 10 1 shipping tell nnn 6 
2 Operatins SS TERETE SS 9 1 and control clerk. ........-. 6 
2 SR RE SS ES 9 1 | Reports clerk and proof teller_.-. 6 
1 Office RE Ee Sr 9 1 | Statistical secretary ----........- 6 
2) Assistant chief................._. 9 1 | Telezrams clerk................. 6 
13 | Assistant supervisor.............- 9 1 | Forelady, nights................- 6 
NN” eee 9 1 | Mail router.....................- 6 
2 | Senior operations clerk... ...._.. 9 2 mior clerk. ._.........--------- 6 
ed MUOPVENOE .........--------<-020- 9 1 Ulty SRR aa Ae 6 
Si POOP. Won cweane-oncsscsecese 9 1 | Coin sorter._..........-.-..--..- 6 
1 | Discount teller. ................. 9 1 Cancellation coin clerk... _-.-... 6 
1 | Investment teller_............... 9 1 | Registered mail teller_.......-.-. 6 
1 —_ accountant_................ 9b 1|T BR aR ei aa 6 
1 cial exponen G@erk.........-. 9 3 aaa checker.............-- 6 
3 neral man..._..-.-......----- 9 Ot Cais 5 hn Ren tanieccniaace 6 
1 Assistant pagina and receiving 1 Typist bookkeeper senior... -.-- 6 
VINEE ~<A ESS 9 1 | Bookkeeper and stenographer - -- 5 
1 Assistant custodian.............. 9 9 | Senior proof machine operator -- 5 
1 | Senior IBM operator..........-. 8 5 | Senior mail checker..._.-.....-.- 5 
1 | Junior payroll auditor. _......... 8 1 | Securities clerk............-...-- 5 
6 | Senior clerk._..............----- 8 6 | Coin counter and wrapper, male. 5 
6 | Secretary, senior...............-- 8 2 | Receiving teller. _.......-....--- 5 
: Senior currency teller...........- 8 1 | Checking clerk. ........-....--.- : 
8 1 





Commercial collection teller 














clerk 
Adjustment and control clerk - - - 
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CHICAGO—Continued 
Num- Position || Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 
Se 0 ee eee 5 1} Payroll clerk... =...............- 
5 | Currency sorter. -.....-.-..-.--- 5 4 Sani atin J eiteelite ws etces 
1 | Teletype clerk.............-.-.--.- 5 1 Statement EE ta 
Ee, 6 § | SR eee 5 24 | Proof machine operator... _______ 
1 | Securities control clerk -_.-...---- 5 1 | Clearing operator...............- 
1 | Mail sorter and router__-..._.--- 5 2 | Mail checker__._.... I - org 
1 | Application examiner._-_--.--.--.- 5 1 Transcription typist... MS Ea, ay. 
6 | Stenographer__._._.............. 5 1 | Outside messenger... .-.......-- 
4 | Bookkeeper --_.--......--.--.---- 5 5 | Currency sorter _-.....-....--.-- 
2 ree A RE ES Tae 5 1 | Coin counter and wrapper, 
eo” ee Ge Pe ee 5 RE citatd.~ocnananeniiane secs 
1 | Analysis clerk __.......-.-.-..--- 5 1 | Block recapper........-....--.-- 
1 | Coupon clerk.........-.....---.- 5 1 | Spoiled bond checker... ...._...- 
1 oy ~ re reader F & G ma- 1 | Cashier checker. __-..........._- 
TER AP tied SS 5 1 | Miscellaneous clearing clerk - - ___ 
1 Checkwriter and window teller_. 5 1 — typist commercial... __- 
$a *°  * GS. Sue eee 5 1 ist bookkee SREY fn 1S 
1 | Withheld-tax clerk. ............- 5 2 Typist kkeeper, junior. -____- 
Sl < Sth. a 5 DP wo cabiipicontt cocvass 
1 | Notification clerk_.._......-.-..- 5 i RL a A 
1 | Fanfold typist securities__-__._... 5 1 | Flevator operator. _-.--..-._...- 
Bie 0 BR IR, Se. 5 1 | Verification and shipping a» 
0 So ihinns 5 ccesncnanneds 5 4 | Typist clerk, trainee_....._-- 
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8T. LOUIS 
Num- Position || Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 
5 | Vice president__.......-........- Official 14 Goherel Glerk... ... ites 7 
9 | Assistant vice president -___..- Official 1 | Treasury tax and loan clerk____- 7 
1 | Chief examiner -..._.....-.-._.- Official 1 | Canceled securities clerk________- 7 
1 | Assistant chief examiner___.._._- Official 1 | Securities subscription clerk _ ___- 7 
3 SEE vcctnsuhaed kas dhb@bocndnd Official 3 | Coin counter and wrapper... .__- 7 
§ | Assistant cashier --.-........._- Official 2.4, Bapetvitet ss ..025 56. sis. i ks 7 
1 Dicccusebhns cc gcmsuckuul Official 1 | Graph draftsman.______________- 7 
1 | Ist senior examiner. ---.......__- 16 1 | Junior research analyst _____.___- 7 
1 | Assistant to general auditor. ___- 15 1 | Senior banking statistical clerk_- 7 
2 | Senior examiner. -_.-...........-. 15 1 | Collectett ..i8.. os. secs 7 
1 | Trust examiner_._..-...........- 15 1 | Purchasing-stock clerk. ___.___- 7 
NT RR ee rn oor 15 1 | Personnel clerk-stenographer __. 7 
§ | Assistant manager-_-_.-.-......-.- 14 3 | Utility clerk................-.2.. 7 
2 mopar SAN dpe dw tles on cdaedn a 14 1 | Savings bond clerk. .--.......__- 7 
EOE suds cndcescececcass-ee- 14 1 | Marketable issues clerk-....____. 7 
1 | Ist ouner ce pea Oe 13 1 | Assorting teller__.............__- 7 
$ | Assistant manager... ...........- 13 3 | Shipping teller. -.......-......_. 7 
1| Economist, B--.........-.-..--- 13 Sis SUE a ae 7 
12 | Head of department---_--......-- 13 1 | Assistant chief guard. __.....___. 7 
3 | Branch auditor_.....-.......-.-- 13 1 | Scuor file-discount clerk__...__.. 7 
2 | Senior auditor..............--.-. 12 1 | Reimbursable expense account- 6 
1 | National bank report eaten. ted 12 7 ae eS EE 6 
7 | Assistant examiner.-............- 12 Ot CO. yas cantslhie---sGie Cae 6 
1 | Credit investigator -.-.......... 12 3 | Control clerk. ....-...ccnsid-u 6 
1,| General supervisor. -- ----- wetces 12 3 | Remittance clerk_-.---......... 6° 
2 | Division chief_-.......-.....-.-- 12 1 | Adjustment clerk_......._....._- 6 
1 | Purchasing agent...-..........-. 12 1 | Tabulating equipment operator. 6 
5 | Head of department._.......___. 12 2 | Bond stock shipping clerk--__._- 6 
1 | General supervisor. --._.........- ll 1 | Reissue-safekeeping teller... ___. 6 
DL, Sn cedindwccuperetccucee 11 2 | Stock record clerk. ._.-........-- 6 
2 | Supervisor.....................-. ll LS s aS Es 6 
1 | Interviewer and employee coun- 1 | Duplicating machine operator - _- 6 
DE Sandhvsgtics «<Sgetem oiaeans 11 1 | Securities custody clerk. _...-._- 6 
1 | Planning analyst____.......__._- ll 1 | Government coupon clerk. _.---- 6 
5 | Assistant head of Soa big 11 2 | General bookkeeper clerk--_- __-- 6 
1 | Building supervisor... __..___._- ll 1 Teer riter operator-transfer 
4 | General supervisor - __........--- 10 CER do tbas~ fadedsiwostt 6 
4 Supervisor. ...........-..-. 10 2 | Usility clerk... -.... 2. coeds 6 
9 10 2 | Collection teller. __---......--- 6 
2 Assistant section chief_-._- 10 3 | Coin counter. - - - oihiaed 6 
1 | Assistant purchasing agent - . - .-- 10 3 | Currency sorter. __...........-..- 6 
a} wenlor Clore. .....2..-.......-..- 10 3 | Stenographer_--.............-.-- 6 
3 | Assistant head of department_._. 10 1 | Senior Government check clerk -- 6 
3 | Assistant to (branch) auditor__. 10 1 | City collector-wire transfer clerk_. 6 
RN «dain «aan nds Jo bpghin’ cag 9 2. 1 Cates Glatt. s  cccee ti es. se 6 
WereeOE. 225 50055.5.0....- ar 9 1 | Cafeteria supervisor. _-.........-. 6 
3 | Assistant supervisor. - hanes 9 1 | Control division chief clerk -__._. 6 
8 | Supervisor. -....................-- 9 ce: f | ere. oe 6 
1 | Correspondent-securities receiv- 1 | Member-Federal Reserve bank 
Ti 3e = cuban deteuss coe 9 accounts clerk. .............-.- 5 
4| Paying and receiving teller. ____. 9 2 | Stenographer-clerk - -_.._........ 5 
1 ch analyst .........-....-- 9 SP eae eee 5 
1 | Purchasing agent.._........_.._. 9 1 | Chief exchange clerk_.........._. 5 
1 | seen supervisor... ..........- 9 13 | IBM proof machine operator - _ 5 
0: eer 8 2 | Stenographer.............-...... 5 
1 Rueletant supervisor. __.......... 8 1 | Payroll bond checker-.-_._.-....--. 5 
8 | Supervisor. ek dy en on s § | Currency sorter. ..............-- 5 
2| Senior tabvlating “equipment OG, 0. eee ee ere 5 
SN cnn detnngnct das dosnt x 2 | PDX operator.............-..--- 5 
py ES See ee s 2 | Treasurer’s accounting clerk. __.. 5 
2 | Correspondent... ..............- s 1 | Federal Reserve account clerk. - 5 
1 | Control clerk. ..................- 8 2 | Government check clerk-_---.__.- 5 
1 | Purchase and sale clerk... .___- & 3 | Remittance-return item clerk---- 5 
1 | Receiving teller......._....-._..- 8 3 | Member banks bookkeeper ---__- 5 
1 AE SE ARESESS SPSS 8 1 | Posting machine operator- - - .--- 5 
0 eee 8 1 | Key punch operator-__--.-.--..- 5 
ok. ob eto Jen. ones cacwes s 1 | Statistical clerk_................. 5 
1 | Shipping teller. .............-.-. S 2 | Wire ener teaty pewter op- 
1 | Senior maintenance man.__.-_.. s CONOR 8 vin ca hc dbn cenesinns take 5 
1 | Senior personnel clerk. _----__--- 8 i | Dypleeeeeee. ... «..25.....-...-.35 5 
1 | Personne! clerk-job analyst _. ___- x 1 oin wrapper - ..........-------- 5 
% | Accounting clerk. ............... 7 Eee ee aan 5 
1 | Transfer verification clerk... ._. 7 2|1BM proof machine operator- 
4 I us ollieg SEB nas n ivecnvne 7 Ce NE: Mra gt «a 3 
} Maintenance man_..........._-- 7 1 | Stenographer-clerk trainee. __-- 3 
7 
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MINNEAPOLIS 
Num- Position |; Num- Position 
ber Title classifi- ber Title classifi- 
cation cation 

1 | Ist vice president-_-_-_-.__.......-. Official 1 | Custodian, coin storage....-...-- 8 
6 | Vice president_____-_. ¢-.sccat Olictal 3} Discounticlerk - - ........-.....-. 8 
1 | Chief examiner_.................| Official Ee f -. & eee » 
1-| General auditor__._...........-- Official 1 | Savings bond custodian ._______- 8 
1 | Director of research _- .....-| Official 1 | Editor and personnel assistant. _- 8 
3 | Assistant vice president----___-- Official ee. kee Cone 8 
1 | Operating research officer______-- Official 1 | Assistant expense clerk --.-.-_.-- 7 
1 | Assistant counsel... ..-.-.-..--- Official 1 | Reserve computation clerk - - - . _- 7 
5 | Assistant cashier- -- el Official 1 | Siomeral Clete :. 4... 600--55~5-.- 7 
1 | Assistant general auditor_..____- 15 1 | Efficiency records clerk........-- 7 
3 | Senior examiner __ idan canes 15 2 | Senior coin teller ._.......-..--.. 7 
2 | Department = eee ee 15 1 | Assistant supervisor............- 7 
2 | Economist... aWhacs bee 15 2 | Examination clerk, A__......-.- 7 
2 ) emer... seek te 14 1 | Bond receiving teller. .........-- 7 
3 | Department head 14 Bee ree 7 
1 | Administrative assistant... -_-- 14 1 | Securities collection teller....-__- 7 
1 | Department head___-_- i eis 13 2 | Senior payroll clerk_..........-.- 7 
1 | Assistant department head_..__. 13 1 UN. ic decieSeoneosavbod 7 
1 | Administrative assistant- - --__-- 13 1 | Assistant to purchasing agent___. 7 
1 | Purchasing agent_._._-....- 13 1 | Senior operator. .........-..-.--- 7 
| | Senior supervisor _---.--.- .- a5 4 12 D. 1 Prmee Ras bs once thsbaawincese 6 
1 | Assistant department head_-.__-| 12 4 T UMOG . ORs cdicnbncasdaa~- 6 
2 | Administrative assistant. - - - - - , 12 Fl 0s ee ee 6 
Se, te ae eae : 12 1 | Proof machine instructor. ------- 6 
1 | Superintendent of protection bal 12 1 | Statistical records clerk.......--. 6 
2 | Field representative... .-. -- > 12 ae ee See : 6 
1 | Department head... .-.--- «ibe 12 1 | Junior trainee. . ...........sds-. 6 
4 | Senior auditor_.-...........-..-- 11 | 2 | Examination clerk, B--.-....-.- 6 
2 | Assistant examiner. -.-_-----.-- : 11 1 a eed tax and loan book- 
3 | Administrative assistant - - - - 11 ON Rake CRA Pel aaa ae 6 
Pe ai aes 11 2 Utility Pe, Oa cb. ce wee at tens 6 
ee ve eee 11 1 | Payroll en ond ana tas f 6 
1 | Assistant economist. - ------ " 11 1 | Security teller. ............- 6 
3 | Intermediate auditor-___-__--..- 10 4 | Proof machine operator, A-_-..- 5 
5 | Supervisor. --_.....---- i dnakiliaadille . 10 2 | Stenographer, A.........-.- : 5 
1} Paying teller... su... 25... ‘ 10 4 | Difference finder... -.-.-..-- Ble wi 5 
3 | Senior trainee. ._...........--- 10 1 | Return item clerk -....-..--.-- 5 
en a oo. ake as 10 1 | Currency sorter, B_....--- 5 
1 | Assistant department head --. -- 10 21 Layout clerm...............-- ; 5 
1 | Head vault custodian... .-.--- 10 1 | Offset fame pecans operator... -.. 5 
2 | Expense clerk._...........-----.- y we °°. Re ea 5 
2 | General ledger bookkeeper... --- 9 1 | Stock clerk, original issue _- 5 
ya ae ae 9 1 | Wastepaper and coin “si clerk 5 
1 | City receiving teller -_--..-...-.- 9 1 | Senior typist-_.--.-.- 5 
1 | Country receiving teller_.....--- y 4 | Statistical clerk, Cc.. 5 
i) Divenemees: 655... -.- 22-620... 9 1 | Senior card punch operator. 5 
1 | Securities trading clerk. ........- i) 2 | Member bank eee, 4 
1 | Assistant bond delivery teller.__. 9 1 | Code clerk... atesob cabarets 4 
1 ey and administrative as- Bi Oe a ee eee 4 

RTs hi. cncedindet btsacs~ stn 9 3 | Proof machine operator, B_--. 4 
1 ofney ‘to Ist vice president _ _- 9 1 | Mimeograph operator. - - ----- -- 4 
DR is Bnd cdiininn vo sculieoe doce s 9 Bal ae ee eee 4 
1 Senior research assistant... .....- 9 2 | Card punch operator. --..------- 4 
2 | Vault custodian .-_............--.. 9 4 | Stenographer, B_____-...-_-- Spescitls 4 
Eh,» — RS pees ee 8 1 | Tabulator operator - - i 4 
3 | Assistant supervisor--_-.........- 8 1 | Proof machine operator, Cc... 3 
5 ft ee oo kc. ~ 2} Currency sorter trainee. 3 
SARL: ee & 1 | Junior clerk. - 422 3 
2 | Currency cancellation and post 2&,)  “ See : eee? 3 

ae ees s f Feed page. 2. 3... .. wees , 3 



































Num- 


—“QnmnNNR KK KK COW Om 


—_ 


liiatiantiad ee ee ee 


I Bl le ee ee 











sition 


tion 


8 
8 
8 
8 
8 
8 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
72 
6 | 
6 | 
6 
6 
6 
» 6 
6 
6 


| 


I a ee ee) 








DD ee ee ee ee Ge re DD 





RETIREMENT OF 


FEDERAL RESERVE BANK STOCK 345 


KANSAS CITY 





Num- 
ber 


| 


“Amn N KK Re KK SOA 


— 


—— et ee et RO te ee Oe 






























Position || Num- Position 
Title classifi- ber Title classifi- 
cation cation 
Vice president.._................ Official } TQ lee. . 2. pth dss. Y 7 
Assistant vice president-_______- Official 1 | Shipping teller. __._-.........._- 7 
SEE ptdG in adelin ens duduws Sele Official 1 | Control bookkeeper. --_..-..---- 7 
Assistant cashier - -.............- Official 1 | General ledgers clerk_-.-.-....--- 7 
General auditor -..............- Official yA SN RR as 7 
Director of personnel] - - -| Official 2 | Secretary-clerk_ __-- - 7 
Manager... ......--...-- 15 1 | Accounting clerk- -- 7 
Assistant general auditor - . 15 1 | General bookkeeper 7 
Trust examiner .._--_-_. --| 15 fe YO ee ee See 7 
Manager. .---.. | 14 1 | City collection clerk.-..-.--.-__- 7 
Bank examiner. | 14 1 | Personnel clerk............------ 7 
Manager... ...._-- 13 1} Colm teller... ..2¢2.-...2..- 2422 7 
Branch auditor ....-.........--- 13 1 Disbursement claims clerk ._.-- _- 7 
Assistant Federal Reserve agent- 13 6 ON RRS a 7 
master. 1 Registered mail clerk_...-..-.--- | 7 
Audit supervisor... -_........._--- 13 2 | Stenographer._..............--.- 7 
M iticdwesnindctie abies <u 12 Yb IN ais wincacnsonwess chess 6 
Assistant manager... ..-__--..--- 12 2 | Teletype operator. __.........--- 6 
SE ae. a ee | 11 1 | Remittance clerk_...-.......___- 6 
Senior auditor... .....-....-..--- 11 iS.) eee ae 6 
Staff assistant. .....-.......-...- | 11 Ot Gite tea code evccetltkes naka 6 
Section head ._.......-...-...--- | 11 1 | Bookkeeper-typist_...........--- 6 
Assistant examiner. --.........-- 11 3 | Stenographer-clerk _ __...-_._.-_- 6 
Statistical assistant... .........- li 2 | Secretary-clerk_._..........----- 6 
Chief job analyst. -.....-.......-- 11 4 | Cheeker-operator-.__....--..-..-- 6 
Sh incirp cedawcoewccun tanh 10 1 | Missort clerk. ......-..-- a seinpinel 6 
Analysis clerk __.......-..-....-- 10 1 | Goer... c5-c ues wsatiee 6 
SS i dimaiie naan acdvesded 10 1 | Secretary-receptionist.....-...__. 6 
Section head . -............--.--. 10 3 | Wire transfer clerk. _....-..----- 6 
Assistant manager... ...........- 10 1 | Supply clerk __.............-..-- 6 
Junior auditor ...........-.-.--- 10 1 | Messenger-transfer clerk___.-_-_- 6 
Purchase and sales clerk. ___.___- 10 2 | Window clerk___.. Seka dindlinn dal 6 
Methods analyst. .-_..-.-.....--- 10 1 | Reserve analyst... ...........--- 6 
ES RE ey eas ae 10 1 | Return items clerk __........_-- i 
Research assistant...-........--- 10 Bo 7 aS Se ee 6 
Paying teller and assistant su- 10 EP Ce eens cask ccdcwese~nne 6 
isor. pe a eee 6 
OO Se Seo 9 1 Fhe na ty ER ee 6 
Assistant section head.......___- 9 Ee EAR Ee S's 6 
Branch junior auditor. _.--.-.._- 9 3 Proof elerk Ea ee ee We 6 
SS SEE ee 9 1 | Record clerk..............-.--.-. 6 
Assistant manager-.--- ee RE Se 9 1 | Coupon and ledger clerk....--..- 6 
Personne! assistant_--....-....-- 9 1 | General clerk_.....-...-..------- 6 
Secretary-clerk _......-- ba | 9 1 | Receiving clerk..............---- 6 
Vault custodian. ..............-- 9 1 | Reconcilement clerk. -..-.-..--- 6 
Operations trainee_-__._...-..--.- 9 Fe OT SP ae et 5 
Administrative assistant -__..__.- 9 1 | Bond clerk. ......-....-..------- 5 
Employment counselor -. ----...- 9 2 | Currency sorter, A-...-----.---- 5 
Procedure analyst............--- 9 1 | Junior records clerk........-.---- 5 
SE MINS civic enandedecsocupes 9 ii SU eae ee 5 
Paying teller. ........-.....----- i) sk: See eee 5 
Receiving teller_..........-...--- 9 3 Senn etabccndknss didoocsturet 5 
General clerk... .............----- 9 6 | Proof machine operator-...--.--- 5 
Job analyst...._.........--.----. 9 1 | Utility stenographer... -....--.--- 5 
LG hemaiblawite de ti aiko = ~ s 1 | Sorter clerk... 4. -22205.03--55% 5 
Staff assistant. ..-.....-....-.-.- s 1 | Federal set operator. .........-.- 5 
Law librarian-secretary ___-_____- 8 3 | BOGGE GPR. o cnc -nciekacude 5 
SN Sint ocesaweesctsiGeos 8 1 | Return items clerk_-_.......---- 5 
Assistant manager-_---...-....-- N Rae armen 5 
Assistant paying teller... __-..._. s 2 | IBM operator. _._.........-..---- 5 
Vault custodian. ._..........---- 8 1 | Registered mail clerk. .-.....---- 5 
Sorting teller__...........---.-.- 8 1 | Federal accounting bookkeeper. 5 
Maintenance engineer, A ----_-__- 8 Pe fT Sct eee 5 
Relief teller_............-- 8 2 | Shipping clerk_........-.----.-.- 5 
Control clerk. ..........----.---- 8 1 | Telephone operator_--.-...-.-.--- 5 
SAD civinaksasnn«cocdicon} 8 1 | Recordak operator...........--.- 4 
Senior records clerk... .......-.. ‘ 1 | Receipt clerk. ..........--..----. 4 
Editoria) assistant... ............ 8 2) File GUK.......s020<5--.-<-2-.- 4 
Assistant unit head... .-..----- x 2 | Savings bond typist. -_-....-..--.-- 4 
Receiving teller_...........--..-- x 7 | Proof machine operator-.---..--- 4 
| Op a a 8 1 | Messenger clerk__.-....--------- 4 
Expense bookkeeper... ---.----- 8 1 | Credits clerk. ..........--------- 4 
Sais Be aceidadcseck se o, Seem 7 3 | Currency sorter. ..-..-.---.----- 4 
RE che Sc bbchad ocadueckeude 7 
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Junior auditor... ..-.-.--- ie se 
Disbursement accountant... ___. 
6 fe Sin ae 
Records assistant... ._....------- 
SRR See 

Senior clerk. 

General ledger bookkeeper. 
Receiving teller _- ards we 
Proof clerk 


Coin teller 


tary 
Junior assistant examiner__.-_-_- 
Purchase and sale clerk... __--- 
General clerk.._..-...-..-------- 
Marketable securities teller _____- 
Analysis and file clerk. __..-_-.--- 
Treasury issues teller___.._.___-- 


Incoming registered mail clerk. 
Evidence clerk - ....--..-- bg? 
Ee er ee 
Currency sorter 
Control clerk __ _--- aoe 
Service supply man__..- 

Senior proof machine operator. 
Purchasing and supply clerk 
Custodian of unissued stock - 
Outmail control clerk_...-.-- --- 
Security files clerk- 
Deferment error clerk_._.--- . 
Receptionist-clerk -_-............ 
Reissue clerk 
Remittance clerk. .............-- 
Apprentice printer bad 
Clerk-typist__.........- Ty EN 
Stenographer--..........-- ets bs 
Federal ledger poster --.-.....--- 
Distribution clerk - - 





DALLAS 
Num- Position || Num- Posi 
ber Title classifi- || ber Title = 
cation cation 
@ | Vies preeidemt.............-.....3 Official 1 | Registered mail teller........._-- 
2 | Assistant vice president.........| Official 2 | Collection teller. _._-............ 
De Pe ecco innmracihiqnd Official 2 | Security files bookkeeper-- -__..- 
9 | Assistant cashier -_-__.._._--._-. Official 1 | Currency verification unit clerk. 
1 | General counsel and assistant 1 | Budgetary control clerk. -___---- 
secretary of the board --__.___-- Official 1 Chief 1 mail distribution clerk____. 
Assistant counsel _-_--__-._.-.-- ..-| Official ee + aes aoe oni 
Chief examiner -.____.......-...-- Official 1 | Utility clerk...........--..--...- 
Assistant general auditor. ___-_. 14 QU Sa eee 
EEE SE OE ETRE 14 ta. °°. a eer 
Examiner. --.......- be 13 3 | Remittance clerk. _---......- Ruel 
Field representative . _........ = 13 Ci |  . ee eee ae 
Administrative assistant _--__. 13 1 | Return items and wire clerk____- 
1 0 RS 13 1 | Disbursement clerk_........_.... 
1 Assistant a it nndaedbed 12 ee)... Sate RSE aire ui 
Audit supervisor. ..........-...- 12 1 | Payroll and personnel clerk -___--. 
SN ee Sains Sploencinw nie 12 ve. Sl eae rs 
Access clerk ..........-.-.-- amie ll i "RRR ree 2 
Senior supervisor -_...-.......--- ll 2 | General ledger bookkeeper... _- 
Administrative assistant -_ -._... 1} 1 | Government deposit clerk -_____- 
1 Assistant manager-----.-..--.-.-- 11 1 | Adjustment clerk.............- j 
Senior auditor._..._..-- ia} ual ans 10 1 | Shipping teller. -..............-- 
Printer-foreman - -.-....------..-- 10 1 | Chief mail clerk - - iil dill te 
ae. sn pauidahie cect 10 i | Tremere tiller. x ....-...8....... 
1 PS odie. cc w nbc dior 10 1 | Return 4 clerk_._._- 
win ity teller - dh 10 1 | Payroll clerk --_-. 
Credit and vault relief clerk... - 10 1 | Off-run immediate credit clerk. 
Assistant examiner - - ere ae 10 1 | Code clerk... pat 
Special assistant... - i aetna 10 1 | Collection redemption ¢ clerk. __. 
ethods analyst -_--.....-..--- . 10 3 | Stenographer_- ; 
General utility <a Cea eee 10 1 | Disbursement clerk....__- 
Administrative assistant... ___- 3 | Shipping clerk... ieee Jeg 
Supervisor . _ -- oe ST 1 | Reconcilement clerk......._- . 
General clerk_--....-.------ 2 | General ledger clerk - - 
POINTE hacker asancnawsecss. eS SL RS: 
Assistant supervisor - - oe 1 | Tabulating equipment operator. 
1 
1 
1 
2 
1 
1 
2 
1 
1 
1 
1 
4 
1 
1 
1 
1 
3 
2 
1 
1 
2 


ey ent ed ee 





lt a 
‘Trenteer Gre ..c........-.....- 
Sc, 4 adie ces 
Shipping teller_--___- ec ladieze 
RES 2 Es Fee 
Receiving and sorting teller__.__- 
Junior auditor._...............-- 
Cwstody clerk................-.. 
Wire and adjustment clerk - ___-- 





DOOM wOwOwmrnmnmnnnrxenennennexeeenenxcxenweorerccrcrorcece 








— et et et 





Government items entry “and 
control clerk._._- . 

Currency sorter - : 
Member bank reserve clerk... 
Punchcard equipment operator. . 
Proof machine operator. ._... .--- 
Clearinghouse collection runner. 

Outgoing mail sorter and sealer -- 
Receiving stock clerk.......-.--- 
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Assistant accountant. __---__-__- 
I. Sea 
Securities teller...........-...-.- 


IBM equipment operator... --__- 
Key punch operator, senior_____- 
Mail clerk, senior........-..-..-- 


Position || Num- Position 
Title classifi- ber Title classifi- 
cation cation 
i ciinanticcehe>ahetacweoe Official 1 | Stenographer-receptionist ____ _._- 7 
Vice president...............-..- Official 1 | Agent’s accounting clerk.....___- 7 
Assistant cashier. ._............. Official 1 | Country collection clerk. ........ 7 
Administrative assistant-....___. Official 2... ly, ee eee 7 
Assistant general auditor- --____- Official 1 | Return items clerk. .....--....-- 7 
Assistant manager..............- Official 2 | Settlement clerk... .........--.-- 7 
Examiner senior..............-.-. 15 2 | Transfer teller. .................. 7 
Assistant to general auditor... _- 14 1 | Treasurer’s transfer clerk ------- 7 
Senior auditor, A_...........__.- 14 1 | Coupon sorter and assistant re- 
Department head_-...........-- 13 8) RE Re ee 7 
is nkachnnect=Kenmpotes 13 1 | Personnel clerk...........------- 7 
NENG » «Subic ccuscashapeiinpe 13 1 | Difference clerk... .......-...--- 7 
| A Sa 13 2 | Savings bond issuing teller__- _-- 7 
meccumtemt...........-......-- 13 1 | Accounting clerk. --..-......-.-- 7 
Branch auditor._.._......- 13 1 | Assistant receiving teller_._...-_- 7 
Accountant and Federal Re- 1 | General bookkeeper. -__----...--- 7 
serve some 8 representative _ - 13 1 | Registered mai] and currency 
OS SE eae 12 redemption teller.......-....-. 7 
Analysis ~~ credit and assist- 1 | Steno; — and credit clerk... 7 
ant Federal Reserve agent__-_- 12 2 | Bookkeeper. .......-...-..----.-- 6 

Assistant department head -- ---- 12 1 | Clerk aa issues and redemp- 
PTT ccomibsnsevedannstensis 12 CONC), 2 onadibebsaaltreansdgen 6 
Department head-.-.--.........--.- 12 1 | Clerk transfers... ............--- 6 
Assistant auditor, A...........-- 11 BP Cs cdipnicctinitnbdsiedon 6 
Assistant department head_.___- ll 1 | Coupon teller...................- 6 
Department head_--..........-- 11 3 | IBM equi on operator, senior. 6 
IBM technician. _-..-_...- <atine ll 10 | Stenographer------.......-.----- 6 
CS SS a x il 1 | Telegrap and Intrafax operator. 6 
Assistant accountant. - ll 2k OS ORR TE Se a es 6 
Assistant branch auditor. ______- ll 2 Bookkeo De nadrunntaaicannedl 6 
a. Gad wawken 10 6 | Proof machine supervisor-_------ 6 
General clerk. ...............-.-- 10 6 | Remittance clerk..............-- 6 
pevies =< receiving teller...__- 10 3 (Gey GGeee. 06n. o-<8.c..-... 2 6 
File clerk 10 2 | Teletype operator--_..........--- 6 
Supervisor 10 2 | Currency and coupon sorter -__- 6 
Budget and statistical analyst __ 10 1 | Payroll records and reports clerk- 6 
Personne! clerk and job analy st_- 10 10 | Utility clerk..............-.--.-- 6 
Vault custodian : 10 2 | Clerk Federal taxes............-- 5 
Assistant accountant. ----_-- oA 10 Oh Ge SE atk ane acscntebance’ 5 
Assistant department head -.--_- 10 6 | Currency sorter, senior. -_-.....-- 5 
Department head_-_-..-......--- 10 Fe BS See ee” ee" 5 

2 5 

3 5 

1 

3 


Note teller and junior credit 
investigator. _.......-..-- 

Receiving teller.................- 
Supervisor 

Accounting clerk. ......-.-- samuel 
Purchasing agent... ....----- a 
General maintenance ----_-__..--- 
Audit clerk-stenographer. -.----- 
Redemption evidence clerk... __- 


Secretary 

Shipping teller. 
Supervisor. 
Assistant department head _. ___- 
Audit clerk 
Collection teller. .......-.....--- 
Job analyst, junior... .....-.._-- 
Personnel clerk, senior._. . . .---- 
Registered mail teller......-.-_- 
Assistant supervisor. ---_-........ 
General cler 
Assistant receiving teller......._- 
Clerk a adjustments. __.._- 
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Proof machine operator, senior___ 
Statistical clerk_...............-. 
RE SR: See 


Interbranch clearing clerk - -----. 
Remittance clerk ___.........---- 


Day 
Bookkeeper. -.-_........---.---- sal 
Equipment operator... .....-_--- 
Proof machine operator..-------- 

Addressograph operator - - _ -- et 
Coding clerk. .................-.- 
ae ee 


Timecard clerk 
TT We ckteirnndcucmce-actes 
Key punch operator. ___...-...-- 
Mail clerk, senior..............-- 
Out transit clerk 
Operator central tube room... __. 





Cre. ee ee eee ee 
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